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EVALUATION OF THE SECOND-YEAR COMMUNICATION SKILLS PROGRAM

The Second-Year Communication Skills Program (SYCSP) consists of

instructional materials and procedures designed to improve the reading

skills of first-grade children. A description of the program objectives

and materials can be found in other Laboratory documents (Flores and

Niedermeyer, 1970; Labeaune and Sullivan, 1969). Data collected

during the 1970-1971 tryout of the SYCSP are reported in this paper.

PROCEDURES

Tryout Population

The reading achievement of students was measured in ten classrooms

using the SYCSP. These classrooms were located in two Southern

California, urban school districts. In one district, sixteen children

in each class were randomly selected for testing. Eight children per

class were tested in the second district.

Student Tests

The Second- Year ,Program Test, used to judge effectiveness of the

program, was administered to a random sample of children in each of

0

the selected classes. This test measures performance on program words,

word elements and word-attack skills. The word-attack evaluation is

divided into two sets of items--words practiced in the program and

words not'seen or practiced in the program but composed of the word

elements which were taught. All of the 56 items are of the constructed-

'

response type and one item in each of the above listed categories

corresponds to each program unit. Che record form for the test is

contained, n the appendix. This test was individually administered

by Laboratory staff at the end of the 1970-1971 school year.
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Form 12A of the Cooperative Primary Reading Test was used to

provide an additional measure of the children's reading skills. This

test consists of 50 selected-response items and is group-administered.

National and California norms for first-grade students are available.

RESULTS AND DISCUSSION

Scores on the SYCSP Test indicate that most of the children in

the tryout classe's attained a large proportion of the reading skills

taught during the school year. It can be seen from the data summary

presented in Table 1 that there are sizeable differences between the

two participating school districts. The differences are particularly

noticeable it the low end of the score distributions. Although the

distributions for each district are skewed negatively, the degree of

skewness is more accentuated in the case of the low scoring group.

TABLE 1

PROGRAM iTEST SCORES

1 Percentage Correct

District 1 District 2

Third Quartile 96.0 95.5

Median 89.0 79.5

First Quartile 73.0 5305

Table 2 Torts mean SYCSP Test scores for each tryout class and

the number of units of instruction completed. Class means in six of

the ten classrooms are above 817.; in the four other classes the means

4
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are below 67%. Both school districts include- high and low scoring

classes. The mean scores of each school listed in Table 3, however,

clearly show that the children in the claSses of one tryout school made

much lower scores than the children in the other schools.

o-

TABLE 2

ACHIEVEMENT OF TRYOUT CLASSES

Class.

Mean Mean

Percentage Correct Number-of Units
on Program Test' Completed*

1

2

3

4

5

6

r
8

9

10

0

92.8
90.3
86.6

12.4

12.4

11.6

-' 96.3 11.8

83.1 10.9

81.9 11.8

66.5 8.4

64.0 10.5

62.7 v 11.5

55.9 12.8

*There are 14 units in the program.

TABLE 3

ACHIEVEMENT OF TRYOUT SCHOOLS

School

Mean Mean

Percentage Correct Number of Units

on Program Test Completed

1 87.94 1.1.63

2 .. 84.96 11.75
3 76.49 11.99

4 62.13 10.54

5



with the number of units taught but the degree of association between

The reading skills of the tryout children are positively correlated

0
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these two variables is not extremely high. The rank order correlation

between mean class scores and mean number of units completed by the

class is +.28. The correlation between the test score of each child

and the number of units the child completed is +.41. Only,the latter

figure is statistically significant (t=3.95, df=77, p<.01).

Additional reading test scores were available for students in one

of the two school districts. This district, which had the higher

program test scores, provided the Laboratory with data from Form 12A

of the Cooperative Primary Reading Test. These data are summarized

in Table 4. Also presented are comparable figures from national and

cCalifornia norms. These figures show that the scores of the tryout

classes were far above performance levels of typical national and

classes. The median score of the children using the SYCSP

t
to a national percentile rank of approximately 58. Thirty-

seven percent of the 79 children tested were in the top 10% of the

national norm distribution. Five percent of the tryout children were

in the bottom 10% of the national distribution.

The data collected in this tryout suggest that the Second-Year

Communication Skills Program is highly effective as measured by the

proportion of p-ogram outcomes mastered by most children. It is also

effective as measured by a widely used standardized reading test.
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TABLE 4

ITEMS CORRECT FOR COOPERATIVE PRIMARY
READING TEST--FORM 12A

First-Grade Norms
Tryout Classes

California National

Third Quartile 39.5 31.2 29.6

Median 33.5 22.4 22.8

First Quartile 25.0 17.6 18.0

c
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Tab e 1. Workers employed in farming, index of man-hours of formwork,
and index oefarm\output per man-hour used in farming 1950770.a

Year NuMter of
Workers

Man-hours
of farmWork

1950

1951

1952

(Thousands)

9,926

9046

9,149

\41,(1950 = 100)

100

.196,

96

1953 8,864 92

1954' 8,651 88

1955 t-8,3'81 85

1956 7,853 79

957 73

1958 ,,503 70

1959 w > 7'042 68

1960 7,057 65

1961 6,919 62

1962 6,700 60'

1963 6,518 57

1964 6,110 54

1965 5,610 51

1966 5,214 49

1967 4,903 48\,

1968 4,748 46

1969 4,589 44

1970 4,523 43

Output per
falan-hour

1.141950,=100)

ADO'

103-

44' 117

123
A

134,

143

151

09
01,77

i29

28.6

3:03

320

323

'/ Source:

I

1971 Handbook of Agricultural Charts, Agricultural

No. 423, pp 11 and 16, USDA, November 1971.
f!t,t

Handbook
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liused food production to increase more rap

4

crease welfare of consumers at the expense

.fly t
1

an demand, could in-
,

. .

income to farmers, the nation

initiated supply control and pri e support programs during the 1930,1s.

Eicept during periods of war-inflated demand the United States has had

I

some type of supply control, price support, and export subsidy in effect
I-

for the last three decades. The logic behind 4ese programs has been this:

If growth In output could be restrained to me more nearly with the rate

of graWth in population and food deman

in the form of a decliping real

increases in per family inco fl- In general, these programs have been able

f

to meet their objectives in gharanteeihg-increased consumer welfare and sup-

consumers could be brought gain

st for food while farmers could realize
(

, Z
porting farm income. PreviOus studies_[in this series] show that net fa

, .. ------ sc,,---

income in the nation lkould-ha been around 25 percent lower ii absence
,.. . C- 'L

,

of price-support an supply y o programs of the kind in effect over the
\

\ ,

----last decade.` While \per farm` income has increAted (Table 2),

has been due to larger ahyewer f ms and generaLfltflation a

to government programs of 84141\7 4nagemTut,priOe supports,

subsidies.

Farm programs eve not completely
\
cl sidt\ -J,thegap between farm and.-

ncrease,

export

nonfarm income level

been much. lower over-

price support polici

cessful in its attenp

(Table 2).',Certail net farm income wduld have

he!ladt deOa\de in th absence of supply control and

To an in rtant extent,:the Public has been suc-

o protect f rm income while allowing consumer gains

.

. Madsen; Farm Programs for the 1,970's.
ral and Rural DevelOpment, Iowa State

1L.V.'Mayer, E.O.
CAED Report 32, Center
niversity, 1968.

Heady and H.
for Agricult7,
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Table 2. Per capita disposable personal incomeof the farm population
as a percentage of the per capita disposable personal income
of the non-farm population, and realiied net income per farm,
by sales classes, 1960-70.id

Year

Per capita farm
as percentage
of non-farm

Net income per farm
by sales class:

$40,000
and over

1'.0

1961

1962

1963

1964

1965

1966

1967

1968

1969

1970
0

(Peroentage)

54.5 5

59.8 21,309

61.4 21,415

64.3 21,902

62.4 23,301

71.4 \25,451

:15.1 0,028

72.8 111

73.,4 478

76.5 i8 68)

74.9 25,6f4

$20,090 - $10,000

39,999 19,959

\(Dollars)

8,652

----,,,9

9

5,368

5,739

5,708

9,061 5,648

9,531 5,985

* 9,937 6,199

)V

19,978

9,817

6,664

6,061

' 9088 6,201

16,690 6,588

9,962
\

6,208,

a/ Source: Farm Income Situition USDA ERS, July 1971'.

- Under
$10,000

1,588

1,676

1,637

1,593

1,667

1,683

1,769

1,648

1,689

1,779

1,697

00j.2

\ I

.1

V
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in reduced real prices for food in recent decades. Similar protection has

c not been provided, however, to the nonfarm-strata of rural communities.

, .

The higher farm income under government programs, of course, brings more

employmeniland business rural towns as farmers invest more in producers

goads and have higher family expenditures for consumer'goods and services.

.
However, indirect support of these rural business transactions, through

government programs that increase farm income, does not offset the decline

in rural employment brought about by increased sizes of farms and a reduc-

tion. in the farm population and labor force. Even with the support of farm

income through the government programs of the last two dec4des, employment

op ortunities in towns of typical rural communities have declined as the

number of farm fandlies has decreased. Further, rural business owners

have expetienCei a decline in capital assets as business opportunities

were eroded by the reduction in the'farm work force and as stores, buildings,

and other facilities have come to have little value. This decline in capital

values for rural businesses contrasts with the outcome for farmers. Ad-

vancing technology in combination with-governmentally supported prices and

Aft
direst payments for land retirement have caused the value of farmland to

use rather continuously over the last two decades. Even the owners of

smaller farms, impelled to eave agriculture because of growing capital

requirements and a cost -price squeeze for law volumes, have been able 'to

realize an increased value for their assets. In contrast, many rural bus-

inessmen not only have had to cease operations because of declining demand,

but also have been able to salvage little of preVious investments in

buildings and facilities.

ti

.0013
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While the rural nonfarm sector would be worse off in the absence of

government programs of the conventional kind, these effects do notcom-

pensate rural businesses who have suffered a decline in economic opportunity

and as-et-values caused by the widespread substitution of capital technology

for farm labor. Whf-tt!-not all farmers have realized benefits from farm

. ,.

-programs, their loss induced by technological change in agriculture has

not been as great as their neighbors it small country towns. Society has

\N
been much more effective in compensatir\g, the farm sector than it has in

....4

.

redressing income
\
and capital losses of:the nonfarm sector in rural areas.

In recent years7/th public has become increasingly concerned with the

plight of rural communities. This concern stems partly from the continuous

migration of famililies from=rural areas and

and environmental degradation of large urban

the welfare of rural nonfarm families per se

the growing social congestion

centers. However, concern over

has been growing more intense.

Several federal programs have been initiated in attempts to improve economic

opportunity and retard deterioration of living conditions in rural areas.

These programs emphasize tax relief, rural industrialization, and iwrove-

ment of services such as water and sewer systems. Some rural communities'

do have prospects of a "turmaround" in their economic opportunities through

rural industrialization. More, however, cannot expect to have previous

reductions in employment and economic opportunity estored through this

means. They are lacking the propeendawment in location, transportation

facilities, capital supplies, auament,/ iryindustries already in place, and

-.....,
'the other characteristide that attrett new plant locations. It is possible

*

that their welfare will be_affected.almost entirely by the prosperity of

0014
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ding farm industry in combination w diadfc service reorgani-
-,

bsidies which lessen tax burdens and 'Improve

creation, and other consumer services.

tle q4ility,of

This itudy has been made accordingly. It investigates

impact ofidif erent types of farm programs

nd agriculturally relate

suggb.tion that the foundatiOn o

economic

on come generation it rural

tries. The study wadone not

ograms to rescue rural communities
.

°be th4 gh programs for commercial farmer's. It was eqmplet to evaluate' --
. -

to

the manner in which income and employment n,Sectors other-than farming
). , 1 ---"--,-\

,:, ''',, /-

affected by farm programs. [These,iecondary effects for rural communi-

ties may be e' ally as important as those for farming in choosing among

uture farm grog .] While the farm population is now only 9.7 million,

the population o n nmetrokolitan areas-1n totalis

/The analysi dev tes a considerable amount of d

progra on the' farm tor.of different fa

of course, that is importantin iiducin

/
inftements in e ployment and incom

,

r rae'compnity. distribution of cro

3:8, million.

tail to/the effe 1(

pit i s the level of yarm

iplier effects

:f,ropsproduced ver th

how much fertilizer, 'chine , and other farm inputs will be

the quantity of ops to be handled and processed in ural areas and non-

$pread,thro

acreage aand the quantity

e and

t the

ation are important in determingwe
rchased, and

farm'industries. We then eXAmine the secondary impa t-of the same farm

programs on income4 employment of the nonfarm s or. Specialattention

is devoted to the effects within the North Central Region.

A single typeof farm policy is analyzed in this study. It relates to

u015



the amount and d

1 levels of prices

directlycontrol

of farm families

9

istribution ,of fang product supplies and the associated

to farmers. It does not deal with programs which might

the number and sizes of farms and indirectly the number

and workers in rural areas. These variables are of great

importance to, the income and welfare of rural communities

subsequent study will deal with the relation of farm size

variables to the income'and emploXrent of rural areas.

't 4
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II: OBJECTIVES

The Major objective of this study is to measure the economic impact of

several types of farm programs on the income and employment generated in

rural areas and agriculturally related,industries. Focus is on this ob-

jective because of passage of the Rural Development Act of 1972 and the

preparation of the nation to initiate various programs to promote greater

employment and improved living conditions in rural communities. Farm pro-

grams represent one means of generating employment and income in the non-

farm sectors of rural communities. Choices and decisions on the best means

to improve intone an4 quality of life in rural areas could be best facilita-o

. ,

ted if information were available on the amount of income and employment

generated by both private and public investment in rural-industrialization,

farm programs, public services and other alternatives. However, this study

concerns, itself with only one of these alternatives; namely, the income and

employment geherated by four different farm programs.

Since income and employment generation through farm programs is af-

fected dit4ctly by the amount and distribution of crop production and the

-resulting levels of farm profits, an auxiliary but also major objective of

the study is to analyze the impactlf four alternative farm prograMs on t e

acreage and production of major field crops and of net farm income. 'A

third jor objective of the study is to make a detailed analysis of the

eco mic impacts of these same farm program 'alternatives within the North

tral Region. 7;`'

The order of presentation is as follows: First, the methods and

parameters employed in the study are summarized. Next/, the secondary or

/ AU/Rik-*
11

00.17 .
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multiplier effects of the farm programs/in generififirincome and employment,

are presented and explained for the entire nation.) This ks ol1C4ed by a

discussion of the impact of these programs on income and eMployment'in the.
,

North Central Region. Next, the effects oe.f the four policiea on the dis-
,

tribution of cropland acreages, the production of crops, net farm income and'

,ftiod costs are summarized.

a
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III.*METHODS AND TERMINOLOGY USED / ----

.-
,-

The following sec ions describe the policy alt4thgtives_ahalyze

\<.\,,!

re ions used for summarizing results, and the arialt S,..psed in he'studyi

to indicate economic well - being of rural groups."''

Policy Alternatives Cops .4\ e

Four alternative government farm polfciesALare.a aly

their effects on both (a) farri income, an (b) employmeht and-in n-
,----N

CI so-
/

in rural areas.- These policies" re notsalect d 4s.-r4---
lutions to thePfarm problem" but are.prog am_cuy ntly undei diaOslao

\
Also, they vary widely in their ture and t 0 r dire 1-impacts on agri

1

at lies,* hope-to pro ide a--ture. By examining these particular alte
`I\A

qhantitative understanding of the trade-offs and secondary effects xt

various types of farth policies can have on different sectors

economy.

the rural

\ I

..A4

/
0 ----

The first solution estimates patterns of productiOP and income e/f/-
A /

,, 'qc--

fects that might prevail if agriculture operated in an
I

unrestrai14' _e -cl mar it et,

environment. The forces of supply and demand and' market equilibrium alorie

would determine prices farmers Teive for their goods.

intervention in the market thrbug\I price supports and direct payments to

Direct government

farmers for retiring part of their\ cropland would not exist. This model

will be referred to as the Free Market Alternative.

The second solution or policy alternative is a land retirement program.

The program is similar to the type of'program in effect in the late 1960's

(and in the early 1970's, except for the, set -aside modification). This

13,
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,! ;.,..-, It ails
-------1",==- ..1 .,

i

- '''
tt, ',--), i .

'--\

r the ;production ofsPeCiliktVa- dities:'7Per acre payments farmers for

T), ,
, . ,I...

tu,...,,,,,q4,... ______--

I, land diversion are projected at levels con isteni I; payments existing in .

\

/. '=".z
program,regiovern4 t_price supports for fee grains, wheat,and cotton.

includes Payments tb farmerato'diveit part of their cropland frOth

I

\14

4
-the late 19,60's and earry\1970's. The pr ram is referred to as the Land

eiirement Alternative or the base alternative:-

The third and fourth solutions simulat conditions of production,

resource_use, iPcomeand employment if farm rs effeCtil united to

exerci e market Icon er the supplies and rket prices o05he coMmo-

diti = t ey produce. imp mentation of thee- program alternatives

(referred tq as Bargaini g, Power Alternative A and ar ainin' Power Al--
&,t ,/ -------

-
,

ternative a might take the form of.national legislation to allow formation

of national o
i

ssions w a propriate powers. Th commissions would

. I: ,,,<..

C: k.

determine price lelela:fo-ifa cts and the production quotas neces-

sary to equ4efa product plies with dem at the specigied_price
1

--------__ ot ,

/ (

levels.
1

The neel/for
---...._

direc t intervention would be%eliminated__
)

under these programs ectively \con rol suppl. The
.

his study use production quotas to forceBargaining Power Alte

the location of Production for these zilte tives to be .consistent with

historic production patterns. The,two modele differ onl'- in the level of

farm prices (see Tab 4).

-For a more extensive discussion of the co cept of-bargaining power
and proposals for national legislation in this a ea, see H.C. Madsen and
E.O. Heady; Bargaining Power Programs: Estimated ffects of Production Net
Farm Incomes aid rood Costs for Specified Price Lev s: CARD Report 39,
Center for Agricultural and Rural Development, Iowa State University, 1971.

4
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Regions Used in AnalysiS

,Both the linear programming model and the impact analysis are based

on arious regional or area concepts. Thr,ughout this report, the results

of ese models will be summarized at three levels of aggregation:

a) nati k; b) 10 farm producing regions, and c) 150. rural areas. These

rural.-areas (Figure 1) are for the continental United States and define,

homogeneous areas of farm commodity production. They were developed with
\

the restriction that they follow county boundaries and production from aeas'

\

not included in the 150 rural areas was accounted for outside of the pro-',

gramming model. (Allowance was made for this production in estimating de-

1
mands for \the major farm commodities,)

Consumption,of wheat, feed grains, 4 oilmeals is defined for 31

, consuming regions (Figure 2) which follow state'lines and account for the

entire continental United States. Cotton lint demand is only determined on

,

a national basis.

Certain results from the study are summarized by 10 far

regions, the third regional concept used in the study. These regions

(Figure 3) coincide with the farm production regions used by the Economics

Research Service, United States, Department of Agriculture.

Linear Programming Model

A linear programming model was utilized to obtain the quantitative

-results pertaining to farm production levels. The model is detailed in

nature and was constructed to recognize the land restraints of the impor-

tant agricultural producing regions and demand or food requirements in

consumer markets. It allows specification of acreage, crop productiOnt and

002,1
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income by 150 rural areas. And by incorporating a transportation network

or submodel, the overall programming model also reflects interregional com-

petition among the agricultural supply and food-market areas of the United

'ateg.' Each of the farm program alternatives was analyzed with this model.

'Two-hundred 'forty-four equations and 2,226 real variables are contained in

the model. Land in each of the 150 rural areas and demands of each of the

31 market or consuming regions serve as constraints. Variables encompass,

not only farm commodities but also transportation activities for each com-

MM

raPAity.---'(The general nature of the model is outlined in Appendix A.)

Secondary Impact Variables

The effects of the four farm policies on the income and employment

vels of agriculturally elated communities and industries are estimated

th ou 12...factors that relate the value of output determined in the linear

prog amming splutions o/the total amount of economic activity which would

1

resul from the productt of' the study's endogenous crop commodities.
1

To determine these emplio nt and income, generation effects, the following

two variables are link4 with the linear programming model.

Income Generatiod Factor: The amount by whiCh the total income in the

United States economy will increase because of production of an additional

$1 million worth of utput in a sector (the sector of relevance is a spe-
4A,,,

1The crop co odities endogenous-to this study are wheat, feedgrains,

soybeans, and cott n. The basic coefficients used in developing theag.

/ secondary impact f ctots are reported by Schluter (Schluter, Wirffitimation A
of Agricultural E ployment Throughan Input-Output Study" unpublished Ph.p.

dissertation.' I a State,University,-1971).=For a discussion of the methods

used to calculat the income and employment factors of,this study see

Appendix B.
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cific farm commodity produced in a specific farm production region).

;
u4

This increase in income has three-components: (1) the income received u

, by the producers of the additional $1 million worth of farm outpUt,
.

(2) the

1

......

income resulting from the increased activity in agri)-budiness industridi---
,

---.._

(through increased sales of productive inputs to farmers and the additional

sales of industries that process farm products), and (3) the income result-

ing from increased sales of consumer goods to farmers and workers in agri-

business ,industries. For example, the income gem on factor of 1.35 for

wheat ip the Northeast region implies that thy tOduCtion of an additional

-.$l milli n worth of wheat in the Northeast legion would result in an ad-

ditional 1.35 million of income being generated throughout the economy o

the United States.

Labor Generation Factor: the number of additional worker; required in

the Unite'd States economy because of the produdtion of an additional $1

million worth of output in a sector (the sector of relevance is a specific

farm production region).

This increase in employment also had three components: (1) the ad-

ditional farm workers needed to produce.the additional $f million worth of

farm output, (2) the additional workers required by agri-busifiess industries

which sell more inputs to farmers and have more farm output to process be-

cause of the additional $1 million worth of farm output, and (3)\the ad-

ditional workers required by industries that produce consumer goods demanded

by farm workers and workers inagri-business'industries. For example,

the labor generation factor cArg0g8 for wheae in the Northeast region means

that a $1 million reduction heat production in t4e_Northeast will

A \
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eliminate 9..ite need for the employment of 228 workers throughout the Upited

States economy.

The labor and income generation'factors,(Table 3) were developed from

data for the 10 farm production regions. Hence, they also are based on and

relate to the 10 firm prolucEion regions. As might be expectled, cotton --

get erally has the greatest impact on the economy per dollar of output for

bot ,the employment and income generation factors.. Since cotton is not

produced in the Northeast, Lake States, or Northern Plains regions, there

are no entries made for .cotton in these regions in Table 3. The relative

importance of the othei:three commodities varies with the factor and the

region being considered. Feedgrains have consistently a larger income
S

generation factor_than wheat or oilmeals in all of the regions. The size

of the Labor generation factor or the Income generation factor varies by

regions according to the nature of the crop ,and the technology generally-

1

prevailing in the various regions. Of course, the total amounts of income

and employment generated by the production of a crop are functions of the

acreage and output of that crop ih each of the regions. The factors

(Table 3) reflect only income and employment effects per $1 million worth

of output.

Development of Indices

To measure the impact of the different farm programs on producers and

on rural communities, the income and labor generation factors were linked

with the crop production results of the linear programming model. Indices

were then developed to compare outcomes under the Land Retirem&nt Alternative

't4
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e wictirhole-for the other hree policy alternatives. These indices indicate

how incomeiand emprOymen would.be affected by each of the farm program

alternatives. As mentioned previously, the amount of employment generated

refers bo the number of workers required not only iti agriculture, but also

in agriculturally-related sectors of the rural areas and regions for which

the data are summarized. Similarly, the amount of income generated includes'

not only income in agriculture but also income in other sectors of rural

areas or regions for which data are summarized.

To calculate these indices, the projected value of the income and

4.;

ethployMent,generation variables was computed for each of thelour policy
4111g

,

alterna . For each region or rural area, these values were then
-0

divided $y ,the estimated values of the Land .Retirement Alternative and

multiplied times 100. Therefore, the results of each policy alternative

-,"can be expressed in terms,of percentage change from the Land Retirement

- AIXernative results. For example, an index value of 250'for the amount of

1nCgle generated,under Bargaining Power Alternative A means that the amount

of income generated by the produceibiLof the crops endogenous to this study

would be 2.5 times what it would be under,the Land Retirement Alternative.)

This does not imply that the total income in a region will be 2.5 times

greater under Bargaining Power Alternative A than under the Land Retirement

Alternative. The degree to which the total income cf any region is affected

by changes in government farm policies depends upon the relative contribu-

tion of the endogenous crops to the total income generated in that region.

1
The crops endogenous to this study are wheat, feedgrains, soybeans,

and cotton.
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The same meaning is applicable to the, indices relating o the amountof

4

employment generated. s-

Theincome and employment generation factors are assumed constant for

all policyaltg'inative inc udedin this study. In other words, for they

commodities studa, the mix of items purchased per dollar of output is

assumed to remain constant for all policy albernatives. In actualiO, the

mix of items purchased, would change as the rice of commodities varied:

Linking the income and employment generation factors, directly/to the value

of output as done in this study, therefore, does not reflect "real-world"

conditions. Ideally, the secondary impact factors should be recalculated

for each policy alternative to reflect changes in the mix of items purchased

as the farmer's income position changes. However, this could not be ac-

complished because of the unavailability of the required data. Therefore,

we would caution the reader of the limitations of this method used in'the

study and would stress the need for additional data relating to expenditure

patterns in rural America.

I
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IV. P METERS USED

Use of the linear programming model to determ ne the production impacts
,

of the alternative commercial farm polic/eS recidires that the values of a

large number of parameters be estimated. These parameters include capital

and labor coefficients for each crop in each rural area, per capita con-

sumption for different foods in the various market regions, transportation

costs for each commodity betwei each pair of regions and related data on

land restraints and yields in each rural area. Details on these parameters

---,-
and their calculation are not reported here but can be obtained from the

authors. The cropland base for each producing area is held constant at the

1965 level. Carry-over stocks.for major commodities are considered to be

the same for the four policy alternatives. Population, per capita disposable

income, and_yicld coefficients for the major crop commodities are projected

to 1975. Hence, all results of the study refer to 1975.

Prices

Prices received by farmers either (a) had to be prescribed for each

model, with the analysis designed to provide this level of prices, or

(b) were generated by the results of the model. In the case of the Bargaining

Power Alternatives, the price levels were established beforehand as a goal

of the progrA, then the detree of supply restraint necessary to generate

these price levels was incorporated in the model. In the case of Free

Market and _Land Retirement Alternatives, the prices were not prescribed, btit

were generated by the model. Farm prices for the four alternative farm

policies are presented in Table 4. Prices for the Free Market Alternative

2
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generally are similar to the prices actually received by farmers in 1969.

However, for swine and lamb, actual 1969 prices were nearer the higher prices

estimated for the Land Retirement Alternative. The projected price levels

in both of the Bargaining Power Alternatives are higher than the actual

1969 prices and in both cases are higher than for the Free Market or Land

...,...v ...1.0 ..
Retirement Alternatives. The.:fatm-Prices-presented in. Table 4 are cal-__.

. _

/culated in 1970 constant dollars. Therefore these prices would be 10 per-

cent higher in current prices due to inflation from 1970 to the present.

Export Levels

In 1969, eighteen percent ofthe total harvested acreage of crops

produced commodities that were exported. 'HenCe, export-levels for each of

the policy alternatives had to be estimated as a component of total demand.

The quantities of the major crop commodities exported in.1969 as well as

projected export levels for 1975 are presented in Figures 4-7.

In the past wheat exports _have been regulated to a large extent by

international trade agreements. Therefore, the same level of wheat exports

is used for all four-policy alternatives. However, the_quantity of feed-

"-,

grains exported varies inversely with the price level for the four policy-

alternatives. The greatest quantity of exports (25 million tons, corn

equivalent) isprojected for the Free Market Alternative. This altetnative

would have the lowest feedgrains ptica of the four'policies considered.

The quantity of feedgrains actually exported in 1969 is nearly equal to the

projected 20.5 million tons (cOtn equiyalent).of feedgrains exports pro-

jected under the Land Retirement Alternative.

Because of the upward trend in soybean exports, oilmeal exports greater

t.
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than the actual 1969 amount are projected for all policy alternatives except

Bargaining Power Alternative B. The highest cotton exports are projected.A k

for the Free Market Alternative and the lowest for Bargaining`Pqer

ternative B. The 1969 actual export levels approximate those projected
4

for the Land Retirement Alternative.

The export estimates defined for this study are copsistent with'U.S.

crop export levels of the late 1960's. These export levels. may be under-

estimated, however, bee-aloof recent events which have occurred. Crop

failures in some of the large wheat producing nations and a sharp cutback,.

in Peruvian fishmeal,production drastically altered the world food supply

54ituation for' 1972. The devaluation of theAmerican dollar also has

leasened the real cost of U.S. farm products to foreign buyers. Consequently,

absolute levels of production and farm commodity prices determined in, this

study should be evaluated with these world market changes in mind. But'

even with the higher export levels, the results.betWeen the different
-

policy alternatives should maintain a siMilar, relativePosition. .

k i

.

. Per Capita Consumption of Meat

The per capita consumption of the major livestoick commodities also

was estimated to determine the feed demand for i'feedgrains and oilmeals.

Per capita quantities at each price level are based on existing estimates

of the price elasticity of demand and projected income. These estimated

quantities for each of the policy alternattves and the 196 9 actual per

capita consumption of these commodities are presented in Figure 8:

Reflecting the growing consumer preference for beef, the estimated

quantity of,beef and veal is lower than in 1969 only for the higher price

o
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levels of the Bargaining Power Alternatives. Per capita consumpticn,of

broilers is greater in all of the policy solutions than in 1969 due to its

low price relative to pork, beef and lamb.

9038
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V. SECONDARY EFFECTS IN RURAL AREAS

.

A major purpose of this study is to measure the impact of alternative

farm policies on employment and income in rural areas. Narly rural communi-

ties lack natural endowments, historic economic development, and other

attributes that attract industry. Hence, the welfare of their nonfarm

population will especially depend on the structure and Income of farming as

these variables are reflected throughout the community ingenerating off-

farm income and employment. How do different alternatives in farm prograis

affect income and employment elsewhere in the aural communit)4

The level ofjarm income generated at regional, state, and national

levels is only one of the outcomes or variables affected by farm programs.

Thepattern of agricultural production and the level of farm income re-

lated to a particular farm program affect the employment and income of

other,groups in rural communities who are associated with supplying inputs

and processing outputs of agriculture. In other words, production of farm

crops generates economic activity beyond that involved directly in the

planting and harvesting of crops. This added or related-economic activity

would be reflected in the industries that manufacture and'distribute farm

inputs such as implements, fertilizers, insecticides, seeds. feeds, and t

other items. It also is reflected in the businesses of rural area which

handle and process agricultural products and in thosewhich develop to

service agriculture and other closely related groups in the community through

the supply of c nsuMer-goOds, financial and other services..

Different arm programs can have entirely different impacts in dif

ferent farming
_

real ofithe nation. For example, the early land retirement
Yi
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prograit of the 1950's, represented by the "soil bank" or "conservation

reserve," allowed lapd withdrawal to be concentrated by farming areas. On

a semi-bid basis, farmers were able to select whether or not to idle their

land in terms of its productivity and payment rates available. In general,

this program ceased land retirement to be-concentrated in areas where soil

productivity and yields were low relative to payment rates.(see Figure 9).

Because land retirement tended to be concentrated in certain regions of the

Great Plains, Southeast and southern Corn Belt, it greatly reduced farmers

purchases of production materials. Also, since farmers could put their

entire farm in the soil bank and still receive payments, many moved out of

4

@he community to take employment at another location. Consequently, their

purchases of consumer goods and agriculturally-related services4n, the

original community also ceased.

This eductionduction in the volume of butiness in ural communities where

land retire ent became concentrated caused vigor, us protests by rural

business leaders. Their pressure on Congressmen entually caused land

retirement programs to be reshaped in a manner

idle latekd bar' specific regions.

Thksection indicates how

rural co nities and agricultur

agriculture would be affected b

and employmen .geherated outside,

(a) the acreage

hat did not concentrate

he employment and income generated in-'

11related industries, as well as in

the four farm programs analyzed. Income

f agriculture would be affected by both

of crops an le.7,04,of production, and (b) the level of

farm income, assoc ated with a particula, type o policy': The crop

acreage and pattern production would have rect of ects especially in

0040
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the amount of production materials used. If the farm policy causes a re-

duction in crop acreage and production, it also would reduce the amount of

tractor fuel, fertilizer, seed, repairs and equipment moving from proces-

sing plants and throughjatorgervice sector of the rural community. Re-
-

duction of farm income in a rural area would, directly-affect the amount of

consumers' goods purchased by farm families. 41,1t these reductions in both

producers and consumvs' goods also would have indirect or secondary ef-

fects in the rural community business sector. As the fertilizer distribu-

tor's volume-and income is reduced, his demand for consumer goods -and.'

/financial services also would decline. As the volumeCnd income of the

0-
retailer falls off, he may, postpone or/eliminate stori,improvements,,tg - ,

1

C.-- ,
.

reduci, demand for the products of the locallUmberyard or machine shop.

At
,Effecti of the Policy Alternatives-off Income Generated

. y This section compares the income generation effect's of the Land, Re-

tirement AiXernative with those of the other three policy aiternatives.

( , ---,------Ar.w---- ,),----'

. .National effects / ,.

TO a -;:./ 'ardirect comparison of' how the.t.four program alternatives c 7

._..4.-.--

:
,,,,,

r
of income en

A. .. ifi 40.'

affeCt, he amount oerated,in rural areas and agriculturally
--.:..,

....,

3.Zilit5---A!'

-,

-related th ustries, the es'i e of the amount of the income genecated
iv

4.

, --7-7 each progiam has been converted to. an index value.1 The level of
, r-

.1
/

inefoie associated with the Land Retirement Alternative is used as'il isedCh-.
- - ,

, --, , ,..

mark and has been set at 100. The results for the other prodraMs-are- ;4-
,,,

.44t '

.
0

.

.

l

.

1 rihe income generation Variable u d in the study is defined as follows:

the amount by hich the total income in the Un d States 'economi will in-

creile-5ecause the production of an addi 1 million worth of out-

,/-put in a partic'il r sector.
.
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° expressed accordingly (as explained earlier in the manuscript). These

indices-for each of the four policy alternatives are presented in Table 5

for the United States and for the 10 farm. production regions.

The figures in Table 5 indicate that the type of farm program can have

a very great effect on thea,amouRt of income generated in rural areas' and

agriculturally-related industries. 'leis true, of course, that if the funds

sand resources required to support and-implement a particular type of prograM

were used eiseciere in the economy, incothe and employment also would be

generated in these other sectors and locations---as a national offset of

farm programs in rural coMmunities and agriculturally-related industries.

04'4

However, the same can be said of a rural industry. Lf it w e not located

, in the rural community it(could be located in an urban nter where it

would generate income and employment. Since an amergin goal of the nation

is that of rural community development and a greater patial 'dispersion of

economic activity and employment, the effects of differni fartyprograms

are interesting and important in these respects.

Free Market Alternative 1

A'S

,g1g. the nation as a whole, production of the crops.- included/in this
s'

study would generate about 14 percent less income under the Free Market

Alternative than under the base alternative (the Land Retirement Alternative).

The smaller income index value for the Free Market Alternative results

because of the lower farm income associateclyith this policy alternative.

Income generated under the Free Market Alternative is less than under the

And etirement Alternative for all reduction regions except the Southern

Fl ns-region. Under-the-Fr rket Alternative, this region would have
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Table 5...1 Indices comparing the amount of income generated under the Land

\Retirement Alternative with the amount of income generated under each

'pf the other policy alternatives for the United Statds and for the.ten1

production regions.

Region

1975 Estimated index valueW .

Free Market
Alternative

Land

Retirement
Alternative

Bargaining '

Power

'Alternative A

Bargaining
Power

Alternative B

., .

United States 86 100 119 130

Northeast 29 100 131 142

Corn Belt 90 100 125 136

Lake States 90 100 121 131

Appalachian 479 100 132 147

SoUtheast 63 100 = 124 130

Delta States 58- ,----"/ 100 '... 123 144

Southern Plains 126 100 105 110
4

Northern Plains 79 100 109 124

Mountain 66
_ .

100
.

120 128

Pacific '..-- 69.../..- 100 ' 118 123 ---,,,...

P
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an increased acreage of wheat and cotton to take fullest advantage-of its
.

soil and water resources.) To supply its growing fed cattle industry which

is favored by this lobation, population growth and market environment, feed-

grains would be transported to it from other regions and more wheat would

be used for feed in the Southern Plains region itself. The Corn Belt and'

Lake States regions have leyels of income generated under the Free.Market

Alternative that are only 10 percent less than under the base alternative.

However, considerable differences would exist within these regions. Some

rural areas in the Corn Belt and Lake States regions would have higher

levels under the Free Market Alternative becaUse market forces concentrate

grain production in the areas of favorable yields and comparative advantage.

Other rural areas of the region would have a lower income index under the

Free Market Alternative because a national allocation of crops relative to

comparative advantage, reflected in natural and market conditions, would

cause them' to shift out of grain production and into less intensive land

uses such as grazing. These differences are detailed in a later section

dealing with economic impacts of programs tm_the North Central Region.

'Overall, even though some rural areas would Suffer very adverse out-

comes under the Free Market Alternative, the Corn Belt and-Lake States

regions would fare much better than most other regions because a greater

proportion of the nation's agricultural production would be concentrated

in the central United States. Under the Freellatket Alternative, crop

1
Appendi,Tables B.1, E.2, E.3 and E.4 present the regional distribu-

tion of cropland used for wheat, feedgrains, soybeans and cotton production
under each of the policy alternatives with the 1969 actual values for cam-

. parison. Appendix Table E:5 presents the regional distribution of total
.cropland used for the crops endogenous to this study with the 1969 actual

valups for comparison.

%//..

4
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acreage in the Southern Plains, Corn Belt and Lake States regions is 20

percent greater than under the Land Retirement Alternative: While crop-

land in these regions Also would be shifted from annualcrops under the

Free Market Alternative, the shift would tend to Cbnceatrate.in regions of

lowest compara6tye-aditage: Under the Land Retirement Alternative,

land held from production through the inducement of government payments

to farMers would be scattered throughout all regions on a partial farm basis.

It thus tends to hold labor and equipment on the farm as a means of op-

erating the remainder of the unit. Under the Free Market Alternative, en-

tire farms would be shifted fromannUal crop production and the need for

the equipment to handle them would be eliminated., Also, less intensive land

use would release labor as farms were consolidated to allow competitive

incomes under lower farm prices and the absence of direct^payients to

farmers. The three regions mentioned previously would increase their

.crop acreage by A percentage twice as great as for the nation as a whole

under the Free Market Alternative. The natidnal crop acreage under the

tree Market Alternatilie is projected to increase by 10percent over the base

alternative in the absence of land retirement mechanisms.
5

The Appalachian, Mountain, and Pacific regions would all have A

greater acreage evoted to crops under the Free Market Alternative, but

. .

all would have a tower index of income' 'generated than under the,Land Re-

°tirement Alterfiative. T1* Northeast, Southeast, Northein Plains, and Delta

States would have both a smaller crop acreage and a°reduction in income

generated-under the,Free Market Alternative. Comparedto the Land Re-

tiiement Alternative, the reduction,th ,income generated for rural areas

and agriculturally- related industries would be severe,in these regions

0046
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Bargaining Power Alternative A

In contrast, the higher, farm income and the spatial distribution of

supply restraints associated with the Bargaining Power Alternatives have

a large effect in boosting the amount of income generate by production of

the endogenous crops in the United States and most of C e major producing

r .

regions. The index of income generation under Bargaining Power Alternative

A is 19 percent higher'than under the Land Retirement Alternative-and 138
, ..

percent higher than _under the Free Market Alternative. 'Extietejlifferences

prevail for the Northeast region, where income generated under Bargaining

Power Alternative A is 31 percent greater than under the Land Retirement.

Alternative and 448-percent greater thanunder the Free_Market Alteinative.

Since the Bargaining PowerAlternatives do not include payments to farmers.

as a. means of reducing sup ply, Bargaining Power Alternative A prOyides only

modest gains in the amount of income generated throughout rural areas ea.

agriculturally - related industries for the Southern Plains, Pacific, and

Northern Plains regions. In income generation, only the Southern Plains

would.be better off under the Free Market Alternative than under Bargaining

Power Alternative A. The Southern Plains region would have a much larger
d

cotton acreage under the Free Market Alternative than under either the Land'

Retirement Alternative or Bargaining Power Alternative A. Cotton acreage

in this region is 55 percent smaller under the latter alternative than

under the Free Market Alteinative.
p

Bargaining Power Alternative B

Compared. with the Land Retirement Alte e, Bargaining Rower Al-

ternative B would bring large increases in the unt of income generated

"
0047
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/".

.
for all regiops of the United State& because of the higher farm prices

of this policy alternative. Under Bargainirtg Power Alternative B the
.

amount of income generated in the Northeast, Appalachian, and Delta States

regions increases by more than 40 percent over the amount of income generated

in these regions under the Land Retirement Alternative. Compared to the

Land Retirement Alternative, the Northeast region increases its production

of keedgrains while the Appalachian and Delta States regions increase their

production of cotton under Bargaining Power Alternative B. All of the farm

production regions except the Southern Plains region would have their

highest level of income generation under Bargaining Power Alternative B.

Under this policy alternative, cotton acreage in the Southern Plains region

would be 61 percent less thAn it is in the Free Market Alternative.

44'

Rural area effects-

Each of the 10 farm production regions we have been discussing is

comprised of several rural areas. The effect of a policy alternative upon

some of the rural areas within a farm', production region may be significantly

different than the effect of that policy alternative on the farm production

region as a whole. For example, a policy alternative that would increase

the amount' of income generated in a farmproduction region may cause the

amount of income generated to increase n some rural areas, decreaserin

others, and remain constant in other rural areas. The following discussion

will highlight those rural areas that experience income generation effects

significantly different than those reported for the entire farm production

region.' For all- of the policy alternatives, Appendixjable D.1 presents

the indices of income generated for each_of the 40 states that haverdropland

00 118
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that can be used for production in the programming model, and Appendix

Table D.2 presents the,indices of income generate0, for each of the 150

rural d(eas used in this study. All of the index values referred to in

this discussion can be found in these appendix tables. In this section we

will present only a general discussion of the incom generation effects

that would occur in the rural areas of the North-Central Region. A more

detailed analysis for those rural areas is presented in the section dealing

a -r .

'exclusively with the Noyth Central Region.-

. -----10
Fret MarketAl-ternat-ive--L__,

y \

Under, the Free Market Alternative, the income gtnerated in the\entire

t-

Northeast region would decrease by 70 percent from its level under the Land

`Retirement Alternative. However, in western New York, the income generated

under the Free Market Alternative would be 34 percent higher than -under

the LandRetirement Alternative (see rural area 1). When the production

restraints associated with the Land Retirement Alternative are withdrawn,

this rural area would concentrate on wheat production which would result in

an increase- in the amount Of income generated under the Free Market Al-

ternative for this rural area. The acreage devoted to wheat-in-this rural

area would increase by 65 percent under the Free Market Alternative. In

the Appalachian region as a whole, the income generated under the .Free
4

Market Alternative is 20 percent lower than under the Land Retirement

Alternative. However, in eastern North Carolina and Western Kentu6ky, the

amount of income generated under the Free Market, Alternative is much higher

than under the Land Retirement Alternative because of increases in crop

production in these rural areas-(see rural Areas 7, 10, 33, 34, 35, 41).

fl

0049 .
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,

In western-Kentucky the acreage in crops increases by 50 percent under the

.

Free Market Alternative while in eastern North Carolina the acreage in crops

under this policy alternatfve0. 35 percent greater than under the Land

Retirement Alternative.

Under the Free Market Alte tive the .productiOn of feedgrains in

southern-Georgia increases by almos t 40 percent from its level' under the

Land Retirement Alternative (see rural areas 13, 14). This increase in

production causes the income generatethby these rural areas to be greatef

under the Free Market Alternative tin under the Land Retirement Alternative.

Similarly, in western Louisiana, a threefold increase in the production of

cotton causes the income generated in this area to be 176 percpattarger

under the Free Market Alternative than under the Land Retirement Alternative

(see rural area 120).

The Southern Plains ''region is the only farm production regiop for

which the amount ofjncome generated under the Free Market Alternative is

greater than it'wonld be under tht Land Retirement Alternative. However,

this increase i inCioue generation is not distributed evenly throughout

the Southern Plains region, Of the 23 rural areas in,this'region, only

eight of them would havehighei levels of income generation'under the

Free Market Alternative than under the Landt:Ritiremest,Alteifiative (see
S.

.
s'11.."',

7.4.

.rural areas 111, 112, 114, 115, 116, 122, 124, 126). These,rural ees-...04,?;
, .

are locatedlocated in.southwestern Oklahoma, northwestern Texas$ and sou h central
,

.

Texas and would experience sizeable increaI sqs in the number of acres dej-
....

voted to the productioridf cotton under thle Free Market Alternative. 'Aril's

..

. .
, . .

implies that although the merchants and rural citizens in these eight rural

0 05
I

II

1. *".

os
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-..-

r

n.

areas would benefit from a shift from th Land-Retirernen Alternative to

the FreeMarket Alternative, the citizen in the remaining 15 rural areas

of this region would be.adversely affect d under the Free Market AlternatiVe,

' Without the land diversion restraints associated with:the base so-

lution; the productionof'feedgrains in the Mountain region could shift

from rural areas with primarildryland production methods to rural areas

where irrigation can be.used tro best advantage. Therefore, while'the_in-

.
come generated in the gounfain.regionas a, whole decreases by 3/ percent

under the Free Market Alternative, the income generated in three of the rural

areas of this region would increaseunder this policy alternative. Under

the Free Market Alternative the production of feedgrains is twice as large .

as it would be under the Land Retirement Alternative in eastern New Mexico,
__-

east-central Colorado, and northeastern Colorado (see rural areag 129, 132,

P A,

134).

In central California and central Washington, the income generated

under the Free Market Alternative would be significantly-leSs than it

would be under the Land Retirement Alternative (see rural areas 144, 150).

' Both oftglese rural areas would concentrate on wheat production under the

Free Market Alternative rather than on the production of feedgrains and

cotton which they would be primarily dependent on under -the Land Retirement

Alternative. This shift in the commodity mix in these rural areas causes

an 81 percent, dectease in the amount of income generated in central Cal-

4fornia and a. 53 percent decrease in the amount of income generated in

central Washington under the Free Market Alternative. However, in southern

\-
.9elifornia theroduction of cotton under the Free Market Alternative is

/ :\
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three times as_large is it would be under the'Land Retirement Alternative

(see rural area 145): Therefore, thd income generated in this rural area

increases by 119 percent under the Free Market Alternative as compared to

the base alternatiVe.

While the Coin Belt region as-_a whole suffers a 10 percent decrease

in the amount of income generated under the Free Market Alternative, the

rural areas in southern Ohio and central Iiidlana have more income generated

under this alternative than they do'under the Land Retirement Alternative

(see rural areas 36; 37, 40, 43). These rural areas are allowed to don-

centrate on the production of feedgrains under the Free Meirket Alternative

-which would 'cause the amount of income generated to increase under this-

policy alternative. In ,the-northern and western sections of the North

Central Region, the amount of income generated under the Free Market °

ternative is much less than it would be under the Land Retirement Alternative

as there are considerably fewer acres of croplandin:production under file

former solution than under the latter (seereettion on North Central Region).

Under the Free Market,Alternative productiOn of each of the crops

included in our model0. is concentrated in those rural areas that are best

suited for the production of these crops. Thus it was possible that the
-

demands associated with this policy alternative could be satisfied even

thokh,some rural areas :would not produce any of-the crops endogenoils-to.

-. -\
this study under the Free Market Alternative. Therefore, our analysis

. :,; ,

shows that the amount of income generated by the production ofkthese props
0 ,- ,

would fall to zero under, the Free Market Alternative. perfect mobility of
;4''

,

resources is assumed among the,150 rural areas in the programming model.
,

i f -Agr-..---.-.>.

(7'

6052,
4r

.

e
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This assumption allows drastic shifts in location and amounts of production

under the Free Market Alternative. In actuality, resources (e.g., capital

and labor) would possess some immobility resulting in smaller shifts-and

_ ---

changes than indicated by this policy alternative. Even with perfect mo-

bility of_resources, however, total income in an area or region would not

Jell to zero, since the commodities studied do not generate the entire in-
.

cspe of any area or region.--Tural areas in which the amount of income

generated is at or near the zero-level under the Free Market Alternative

are in eastern Pennsylvania, southwestern Missouri, northern Wisconsin,

1

central Minnesota, eastern Virginia, western North Carolina, central Ten-

nessee, central Alabama, central.Texas, the western areas of the Dakotas,

southeastern Montana, eastern Wyoming, east-central Colorado, and southern

Arizona (see rural areas 2, 64, 47, 78, 5, 6, 16, 28, 22, 23, 121, 123,

-128, 82, 83, 85, 86, 136, 135, 131, 142).

Bargaining Power Alternative A

Under Bargaining Power Alternative A, the income generated in the

Appalachgn and Southeast regions is greater than it would be under the

Land Retirement Alternative. The amount of income generated in the Ap-

palachian region increases by 32 percent while in the Southeast region it

e

,

increases by 24 perc nt. However,-some of the rural areas in these regions

would experience decreases in the amount of income generated under Bargaining'

Power Alternative A (see rural areas '9, 16, 17, 18, 21, 22, 23, 24, 26).

These rural areas are located in western North and South Carolina, northern

peorgia.andentral Alabama, ind as. a group would have over 50 percent

fewer acres in crops under Bargaining Power Alternative A than under'he
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Land Retirement Alternative: This decrease in production is due to the lower

demands associated with Bargiining Power Alternative A which can be satisfied

in rural areas that possess either higher quality land or more advantageous

transportation factors. This shift in relative production deana that the

higher arm commodity prices associated with Bargaining Power Alternative
4

A would Ylpt benefit farmers, and other rural citizens in-these rural areas

(when compared to the base alternative).

In the Delta States region as a whole, the amount of income generated

under Bargaining Bower Alternative A is 23 percent greater than it would

be under-the Land Retirement Alternative. However, in western Louisiana,

and southern Arkansas the income generated under Bargaining, Power.. Alternative

A is slightly less than it would be?under the base alternative (see rural

Areas 59, 120). And in north-central Louisiana there would be 40 percent
,

less income generated under Bargaining Power AltanativeA- (see rural

area 58). Th ble decrease'in the amount of income generated would
*,*

be the result of a major reduction in the. amount of cropland used in this

rural area under Bargaining Power Alternative A. Under this policy al-
4

ternative there would be 70 percent fewer acres in production than under*

the Land Retirement Alternative in this rural area.

Under Bargaining Power Alternative A.the amount of income generated

in'the Southern Plains region would be only four percent greater than

under the Land Retirement Alternative and Would be 17 percent less than it .

would be under the Free Market Alternative. However, the income generated

under Bargaining Power Alternative A is distributed much more evenly through-
°

out the Southern Plains region than under the Free Market Alternative.
fm.

Under Bargaining Power Alternative A, 15 of the region's 233'rural areas--

005
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4

would have-increases i the amount of_income generated as compared, to0)ase

alterD1!:. rura areas that would not have increases in income gen-
.

erated under Bargaining Pawe Altertative Are focated in-southern Ok--

lahoma; east-central Texas and sodthwest Texas (seg rural areas 105, 11
o

LL1015, 118, 119, 121,kF). Under this policy alternative these eight

0

---,rural areas would have 25 percent fewer cropland acres in production than

under.the Land Retirement Alternative;

The Mountain region would have 20 percent more income generated under

Alternative A than under the Land Retirement Alternative.Bargaining Power

. This increase in

gion as only `one

the,aMount of iLome generated occurs throughout the re-
,

of itstural,e a' would have a'sizeable-decrease in the'

amount of income generated under Bargeiningjawer,Alternative A (see rural

.. ( 1 /
n7

/
area 132)., While this rural alib-&-concen ates oni the production of feed-

7grains under both policy alternatives, 30 percent fewer lives would be in

pioduction under Bargaining Power)A et-native A resulting in a 11'percent

decrease in the amount of income_ g nerate in this rural; area.
-

//
In the Pacific region, only rural area 143 insot.,...._2ttfterittern California

would have a marked decrease in the amount o

Bargaining Power Alternat1A7 A. This rural area

level of cotton prod

under the Landlet rem t Alternative. lim4eVer,

which accounts for two- thirds of this atea's cr

. -

Larid Retirement Alternative, shifts almost ent re

nerated under

ma tains almost the same'

ction Under Bargaining Power -Alter ative A as it did,

prpduciion of wheat,

Aland acreage under the

/-
, under Barg

wheat pro

f this rural area

ining Pawerliterna lye A. Due tolflis drastic reductio

ii
-1,J.

uction, the income eneratea in this 1. al are under Bargaining
4-

/

\
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--Tower Alternative A would be 20 percen

'AlternabiVe.

less than under the\Land Retiiement

, Under_Barggning Power Alternative A, the increase in the amount of

income generated in the-Corn Belt and\Lake States regions would be distributed

throughout the rur0 areas o4, ,these two regions. Only in-Southern Ohio

< doeithe amount of income generated under Bargaining Power Alternative/A

icreaseby more than 10 percent from what it would be under the Land Re-

. :

tirement Alternative (see rural areas 36, 37). However, in the Northern

,..

Plains region, rural areas in southwestern North Dakota, central South

Dakota and southwestern Kansas would experience significant decreases in

the number of acres in production and in the amount of income.generated

under Bargaining Power Alternative A (see rural'areas 83,. 86, 88, 104).
0

Rural area 83 in southwestern South Dakota is the only rural area in the

model which wouldn't have any production'of the crops, endogenous to this

studyCunder Bargaining Power Alternative A. Therefore, the-amount of in-

. come generated in this rural area would fall to zero under Bargaining
/I

Power AlternatiVe A.

-r

Bargaining Power Alternative B

Nationally, the amount of.incomegenerated under Bar aining Power

Aiternative B is 30 percent greater than ander the Land etirement Alter-

tive. This increase in the'amount of income generated is experienced

throdghout most of the, rural areas delineated for'this study. Only 23 of

the 150 rural area us would have less income generate under Bargaining Power
-

Y,. \

Alternative B than under the Land Retirement Alternative. These are areas
,-,

.

which would have drastic reductions in the amount of firm commoditiei they

005e
If
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would produce under Bargaining Power Alternative B. Therefore,

4
the higher farm prices associated with this policy alternative,

even with

the amount

of income generated in these areas would beo les'S than under the Land.

Retirement Alternat ve.

In western North(

amount of income gener

Int more thaq1719-411er t from its level under the Land Retirement Al-

rolina, northern Georgia and southern Alabama, the

te`under Bargaining Power Alternative B decreases

ternative (see

r° ruralternative B, 70 p /cent fewer acres are in production in these ral areas

than under the Lan Retirement Alternative. While the production of feed-

-,

areas.16, 18, 21, 24). Under Bargaining Power Al-

grains an& cotton in

policy alternatives,

these areas remains

the production of soy
/

Bargaining 12r Alt tive B.

While eil4 income generated-throughout

J

most constant between the 'two

eans would 'be 90 ,percentrover

the Delta States region is

44 percent greater under Bargaining Power lternative B than under the Land

Retirement Alternative, the amountlof incf generatedIlinorth-central
r

Louisiana.under this policy alternative wow d'he 40 percent less than under
,

the Land ACtirpoent AlternativeJ(see rural area 58). The total number of
ss. s

acres in cro&;llin this rural/area under BEL-gaining Power Alternative B

decreases by 72 percent from under the La d Retirement Alternative. This

decrease in production is cone ntrated i soybean production which would

be 90-percent lower under Ba/gaining P er Alternative B than, under the

Land Retirement Alternative.

While the amount of income gen rated in the Southern Pla s region

as a whole is only 10 percent gre= er under Bargaining Power Alternative B
4

0

1.

0057
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- than under the Land Retirement Alternative, Only four of this regiOn's 23

52

rural areas would experience sizeable decreases in the amount of income \
,

r

generated under-this policy alternative. These four rural areas are

,,-
\

/
' ./

.

located in southeastern Oklahoma and northeastern Texas (see rural areas

110, 115, 118,119)0. gader,,Bargaining Power Alternative B these rural areas

would have 64 percent/ fewer,acres in production than under the Land Re-

tirement Alternative. ./This decrease in cropland acreage would be accom-

/

panied by-a-shift froth cotton and soybean production tg.primarily wheat

production under Bargaining Power Alternative B contributing to the del

crease in-inc me,generated in ther,four.rural areas.
. ,

The:only ru area in the Pacific region which would haveless in-_

come generated undei Bargaining-PoWer Alternative B than under the Land

e
etirement Alternative is located in southeastern California (see rural area

143),'Thierurilarea..which would hae
x74

percent fewer acres in produc--'v`
r'

/ ,...
1

tion under Bargaining Power Alternative B4Nwould have a 19 percent de-

. V
crease in the amount of income generated policy alternative

compared to the Land Retirement Alternative.

In the North Central Region the only rural areas Which hive less in-

come generated under Bargaining Power/Alternative B than under rNthe Land'-
.

\

Retirement Alternative are in central South ,pakota and southwestern Kansas

(see rural areas 88, 104). Rural area 88 in central South akota would

have 81 percent fewer acres----in_koduction under Bargaining power Alternative

B. Rural area 104 in southwestern Kansas'shifts from a production pattern

I

dominated by the production of feedgrains under the Lan RetirementiAl-

ternative to one in which 70 percent'of its cropland a es would- be/used

to produce wheat.

0058
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Effects of the Policy Alternatives on Employment Generated ,

This section compares the employment generation effects of the Land

TV

Retirement Alternative with thei0 of the other three policy alternatives.

National effects
Tr /

To show the differential' impacts which the four policy alternatives

have pp _the amounts of employment generated in different areas, we1have

again computed indices that compare the amount of employment generated under

the Land Retirement AlterndOire with the amount of employment generated

tinder each of the other policy alternatives.
1 These indices are presented

in table 6 for the United States Snd for each of the 10 farm, production

regions.

Free Market Alternative

Nationally, the amount of employment that is generated by the produc-

tion of the crops endogenous to this model would be 14 percent less nder

the Free Market Alternative than under the Land Retirement Alternative.

While the quantity produced increasesder he Free Market Alternative,

the price received by farmers would decrease by a proportionally greater

factor. The resulting reduction in the value f farm output would lead

to.a.decrease in net farm income and to a eduction in the amount of em-

ploymellt generated under .the F'ree Mark Alternative.

1The employment generation variable used in this study is defined as

follows: the number of additional workers required in the United States

economy because of the produ tion of an additional $1 million worth of

output in a particular sector.

r

0059
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Table 6. Indices compaiing the amount of employment generated under the Land
Retirement Alternative Vp:1*the amount of employment generated under
each of tiiiother policy alternatives for''ihe United States and for

the ten farm production regions.

Region
1975 Estimated index-values

Free Market
Alternative 'fttirement

' Land

Alternative

Raitaining
Power

Alternative A .

Bargaining
Power

Alternative B

United States 87 100 120 131

Northeast 37 100 123 133 c

Cczn Belt 91 100 127 138

Like States 90 100 .120 '130

Appalachian 76 100, 132 '148

Southeast 61 100 129 136

Delti7Sfates 56 100 124 145

Southern Plains 130 100 104 109

Northern Plains 79 100 109 124

,41g

untainMo 69

....,

/
(

i

100 120 128

Pacific 62 100 119 125

Osi 6 C

a.

r

re"

4
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However, the amount of employment genetated in the Southern Plains
fA

region increases by 3 ,percent under the Free Market Alternative. Under

tAlepolicy alternative the production of cotton would almost double in
.

the Southern Plains region. Since the Labor Generation-Factor of cotton

is high relatije to the other crops, this shift to cotton production ducee

the 'increase in employment in this region. However,,the Appalachian,

Southeast, Delta States, Mountain, and Pacific-regions all would experience

sizeable reductions in the amount of,cotton producedoinder the Frei Market

Alternative. This reduction,in cotton prod tion contributes subitantially

to the decrease in the amount of employientogeneiated in these regions under

this alternative.
. .

'Under the Free Market Alternative theqiortheast regidn would have -a

63 percent decrease in the amount of employment generated compy d-to the
. ..-..)

base alternative. The amount of croplandiproduCtion decreases by 58
&

percent in this region under the free Market Alternative. This means that
t

employment-in the NOrtheist region is adversely affetted/due to two factors.

.

The first is the low farm prices that aa-altociat wiOCthe Free Market

Alternative and the second is the decrease in production that would occur7
when acreage restraints are removed. However, the acreage in crops would` ,

/
increase under-the Free Market Alternat e ini,the_Corn Belt and the Lake

1
Appendix Tables 2.1, E.3, and /:LI preeent the re'ionaf-diitribution

of cropland used for wheat,.,, eedgiains, soybeans, an co on prOduCtinn for

each of the Oolicy/filternatives with 1969 -actual. values or comparison.

Appendix Table presents the rigional distr bution of total cropland used

--far_the crops ndogenous to this.atudy for eac

with 1969 ac ual values for-comparison.d,
t

ofthe ol:icy alternatives/
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States regioniqz., This Increase in, production partially offsets the low

farm prices associated with the -Free Market Alternative so that the ambunt

of employment generated under this policy alternative decreases by only110

percent in these two regions,.

Bargaining Power Alternative A

Under Bargaining Power Alternative A, the amount of employment gen-

erated in each of the farm production regions is higher than it would be
\

under the Land Retirement Alternative and would-be 20 percent higher for
)

nation as a whole under Bargaining Power Alternative A\ In the.Appalachian

and the Southeast regions cotton production increases by more than 30

percent under Bargaining Power Alternative A. This increase in cotton

production contributes to'the 32 percent increase in employment generated

)
in the Appalachian region and the 29 percent,increase in employment gener-

ated in the Southeast region.

,:'The amount of employment generated under Bargaining Power A ternativeN

A increases by only four percent in the Southern Plains region.

_policy alternative the Southern Plains re

!

ion would
N
have fewer

to producing cotton and soybeans and mo eetts

grains and wheatflthan under the Land Retirement-

total number of acres in production would

Bargaining Power Alternative A, the shift

policy alternative leads to only a slight

Under this

acres devoted,

evOted to producing feed-

Wernative. While the
. .

decre,only tightly'lder

production mix under thiin
2

increase in the amount of employ

ment generated in the,Southe.p Plains region. In:the Northern Plains regi

the number of acres in production would decrease b;>11 percent_under Bar-
/

0'G 6 2

,t`
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N

gaining .Power Alternative A compared ,to the base alternative. However, the

acreagetdevoted to feedgrainaunder this policy

less than inder the Land Retirement Alternative.

grains have the highest Laboi'lgeneration factor,

grains production coupled with the higher

alternative is only slightly

Since in this region feed-
;

the maintenance of feed- \

of Bargaining Power

. Alternative 'A would induce a nille_percent increase in the atpount of em-

ployment generated in the Northern labia region:

Bargaining Power Alternativ' B

_ -
Nationally the amount of employment generated by'the production ofi

the crops endogenoUs to this study would increase by 31 percent under

Bargaining Power Alternative B. While the total nuMber of des in pro=
?.

-duction udder Bargaining Power Alternative B would be 1 perc wer

than under the Land Retifibent'Alternative: the higher prices_as a ted

with Bargaining Power Alternative B mo than offsets deer se in
, .

. ).

,,,."'

production. A sizeable incr ase in the amount of employment generated would

result for all-but the Southern Pla ns region. The region

ae;only a 19 percent increase in emp ent/Under Bargdining Per Al-

/-ternative B. This relatively small idcreas in emploYnle t ould be due

to a 28 percent decrease in cotton production an' n 850excent decrease

n soybean production in the Southern Plaids region underythia policy

lternative.

area effects

both the incole_

value of o put of the end
71\

ploymeneVariables are related to the
;L

\\,_ N

enous crops under each of th- olicy alterna-

0062
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4 4

a

: ,

.

i
.

,
.

..

._ -- , , ie
1-4ives, their index, values, in any region or-rural area vary laegteosse,,,..L

.., ,
.1

,4
,

, .

direction as-the income index vqlues' would when they are compared to'the
,

',Land Retiremerit Alternative. Because We have previously presented a de-
.,

.

tailed-description of the income effects of the alternative farm policies

'ck
.

on rural areas, we will now present only,a geeral discussion of the:,

employment effects that the alternative policiet can have cn individual N,

rural areas. ,However, Appendix Table D.3 presents the indices of employ-

ment generated for each of the 40 states that have cropland that,can,be

used for production in the programming model, and Appendix Table-D.4 pre-

sents, the indices of employment generated for each of the 150 rural areas

d in the study. Additional comments detailing the employment tffecti'

of theQalternative policies upbn the North Central Regi9 can be found_in

the s c on dealing exclusively with this region.

Free Market Alternative

,

,,:- The'deCrease in the amount of employment generated under the Free
N

Market- Altiiinative noted at the national level would occur. widely through-

-N\ I -1..-

,
,

,
.

out tbardral areas of the nation. Only those rural areas that have large

t
..

1.

increases in crop production would have Significant gains- in/the amount of

\-
.

employmeng generated under the Free Market Alternative.-

\ ,

,

,,,,...,, .

7,-- ',.In western, New York and northwestern Nebraska wheat production almost
1

doubles under the Frae'Market,Alternative which would cause the increased

\, \ employment generation o these rural areas (see rural areas} , 91). Be-
,

\ c
1

\ -' cause of increases in the ryland production of feedgrains,'the amount of

/ 1

employ;nenp-would rise In sou hern Ohio and Indiana, western Kentucky,

0064
-
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eastern North Carolina and southeastern Georgia (see rural areas 36, 37,

43,40, 33, 34, 35; 41, 7, 10, 13): The irrigated production of feedgrainSt__.

,

.

;

would increase in eastern New Mexico, east-central Colorado and northeastern

Colorado inducing the greater amounts of employment generated in these

.)rural areas under the Free Market Alternative (see rural areas 129, 132,

N a

134). Cotton produgtioni which has a large labbr generation factor would

increase in west-central Louisiana, southwestern Texas,
ar northwestern and

south-central Texas, and southeastern California (see rural areas 120,111,

112, 114, 115,_116, 122, 124, 143). this increased cotton production leafs

to the large increases in the amount, of employment generated U der the

Free Market Alternative in these rural areas relative to the base ter-
.

native.

In contrast to those rural areas which would have gains in. the amount
4

of employment generated under the Free Market Alternative, there are Inum-

, \.

erous rural areas that would not produce any of.the'endogenous crops under

this policy alternative. In rural areas\where this occurs, the estimated

amount of employment,ganerated by the crops endogenous to this study falls

to zero. Rural areas in which the amount of employment generated is' es-\

,4
timate.0,at.or near the. zero level under the Free Marke Alternative are

in eastrn Pennsylvania, southwestern Missouri, northern Wisconsin, central

Minnesota, eastern Virginia, western North Carolina, central Tennessee,

4!4

eastern. Alabama, central Texas, the western areas of the Dakotas, south-

eastern Montana, eastern W9oming,'east-central Coldrado and southern

Arizona
(

(see rural areas 2, 64, 47, 78, 5, 6, 16, 28, 22, 23, 121,..123,

128, 82, 83% 85, 86, 136, 135,, 131, 142).
7
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ning Power Al

amountAs me tioned previously,

tive A ,-

of ployment generated `'for

e entire nation increases by.20,percent and

A. In each of the farm production regions, mor

`-)

r Bir ining Power Alternative

employment would begen-

erat d under this policy alternative than:underthe Land Retirement Al A

,
.

--"- ' ternat ve. Hoever, numerous aural areas would have lessenpioyme
. . - :,T,..s!'

,.,-,. .

generate under Bargain mg Power\oAlternative,A than under_t.hebasi'rilter-
,

e nation the number oi\acres in production
,

\
,

native.

un er

Wh le for the ent

Bargaining Power Alterna ve A is only 2 percent less than Under the

La d Retirement Alternative, there`wOUld'be 46 percent decrease in the

numb -r of acres iirproduction in the rnral,areas-which hive significantly

less e ployment generated,under Bargaining POwer Alternative -A.

In w stern South Dakota, northeastern Oklahowa,:and southeastern
I I,

California t production of wheat Is markedly lower under Bargaining Poier

\ .

Alternative A th undue the Land Retirement Alternative (see rural areas

85, 86, 88, 105, 14

primary cause of the re

This decrease in wheat production would-be the

ced amount of employment generate n these rura

Alternative A. Decreased,soytein roductionfareas under Bargaining Powe

s the primiry reas n for decr ased employment generation estimates

\

t i policy alternative in w tern North

labama, north-central

ural'areas 16, 18 2

\

dgrains and soybeans would decrease In southern-Ohio,

,r1

Carolina,- northern:Georgia ,
/

siana and in northeastern and wes=tern

,
1, 58, 110, 115k-118, 119,j27). The pro-

south -

Texas

tral Wiscon
i

in, central.North Carolina, southwestern_Kiniand

Nebraska (see,rural

ti

areas 36, 37, 76, 9, 0, 104). The rid d
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production of\these two crops w j.ea ,to decreases in the amount of

econemic activity nd employme that a47 in the rura)/areas. In
ti

- central Washin on, south -cen ral C4Orado a southwestern North Dakota,

decreased production of'feed rains j.eids toyreduc`ions(jn -tie amount of

-. employment generated in thee rural areas under)argaining, P er Alternative

A (see rural areas 132' 150; 83): The AbOve-menti4ned rural are!!,in
s

southwestern -North Dakota is the only rural area in our model which wouldn't

have any producti
.

the endogenous crop's under- Bargains Power Alter-

native A. Therefore, the'amount of employment generated is estimated to

fall- to zero under:Bargining\Power Alternative A in this rural area.

Bargaining Power Alternative B (t--

Only 13 of ,the model'i 156 rural areas would have significantly lest ,

,

employment generated under Bargeining,PowerAlternative B tha4,they would
, .

have under the Land Retirement Alternative. (All of these'13 were among the

24.rural areas which bad less employment generated under Bargaining Power

Alternative A)... *Wile for the entire nation the acreage in production under

Bargaining PoWerlternative B would decrease by 12 percent from its Land'\

4. y
Retiretnent A rnati 1 he acreage in production wo ld decrease.

\---by's percent in the 13 rural reas that have less ployment generated
---, \

Under the fort aIterna ive. The rural areas are located in wes-\\

t'
;

,

\

;

\
tern North Carolina, northern G orgia, ouhern AlAtama,nbriberi(hou

1,1 '
i

. southeastern Oklahoma, northeaqtern Texas entral South Dakota, south-

western KatWai, south-central Corado and sotheastern California (see

rural

,

areas16, 18, 24, 21, 58, 110, 115, 118,,119, 88, 104, -13;, 143).

o \\
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IMPACT ON.fRE NORTH CENTRAL REGION

our attention to a detailed analysis of the poten-

tial effects\of,g

rural areas and agricult

Region of the Unite

tive far programs on the income an

glay-rela ed industries of the North Central

`.

employment of

'

es. Tie geographic area which will be analyzed

11, bounded areas represent the 62s that shown Figure\10 wfe

1 rural areas which make up he region. ( he rural areas of- the

ofher states Have been left out of Figurq°10 to empha ze the NOrth\\ Central

Region. However, detailed' data also are available fOi the 88 rural a eas

outO. the North Central Region.) Special attention is
\ 1

,

devoted to the
.

Nor4 CenliStatee (North Dakota, South Dakota, NebraSki, Kansas; Misso

,.Iowa, Illinois, Indiana, Ohio, Michigan, Wisconsin and Minnesota) since a

special earch program has been established for these states through the

-North Central Regional Center for Rural Development. The North Central Re=

gion embraces three of the major agricultural producing areas ofthe United

States. Within it are the Lake States region, noted for its dairy and gain

production, the Corn Belt region, noted for'the production of feedgrains,

soybeans, swine and fed beef, and the Northern Plains region, faMous for

its cow -calf ranches and wheat farms.

A second reason for selecting-this region for special analysis is

that the Nor

output of th

percent ofth

In addition a

to this study

h Centrr Region produces a major share of the agricultural

United States. In 1970, farmers in this region received' 43

realized gross farm income earned in the :t ion that year
,.

majority of the cropland acres devoted to t e crops endogenous-
-

(wheat, feedgrains,,soybeans nd cotton) ET e traditionally

lv

to

63

.0068
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been located here. In 1969, 63 percent of\pr'ecres devoted to the pro-

duction of these crops was located in this regiOn. "'Since government farm

programs have traditionally had a direct effect on these crops, the people

in.the North Central Region who derive their incomes from agriculture

related occupations would have a direct interest in,government farm

Athird reason for focusing on, the North Central Region is beca se

grams.

many of the people of this region reside in rura communities and work in

agriculturally-related occupations that would be/ affected by changes in the

farming industry, resulting under alternative farm programs. In1970 the

rural population of the North Central Region was 16.1 milXion people or

/
almost 30 percent of the people who lived in rural ar s of the United

States that year. In addition to farmers and farmw rkers, these are people A.

who live and work in small, rural communities and derive much of their in-
.

come by providing services to the farming sect ri As'has been discussed -

previously, thes/e people have borne much o the burden associated with the

4
rapid echnological advance of the agri y in the United States.,

. ToTo,t se people decreased employment opportunities may refer ,to a relative

Or neighbor wild is forced to move to a metropolitan area to find work. Alny

reduc ion in the economic base of their community is directly related to

thecidell.ty of education their children receive and, the property taxes

thq-pay. changes In government farm policies that affect the welfare of

rural people will have considerable impact.on the North C tral Region as

2 percent of the people living in this region in 19'70 w re classified ei

1 ving in rural areas. k

.

The region contains 62 of the rural areas wh c serve as a foundation

//A
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.for this study. On the average, each of these ;11r,i-1 areas, include 15 cpun-

ties. Thds, these areas are larg than rura unity as it is, con-
_

for individual ruralventionally known. however, the

areas within the North Central ,legion o suggest how different farm program

atives would affect the amount of income: and employment generated

by production of the endogenous crops in rural areas and in their economic

subsy which are rural communities.

We will first s rize briefly the effect of-the four policy alter-\
natives on crop acreage ;and

of the North Central Region.

that these changes would have

roduction throughout the individual,rural areas

e will then examine the indirect effects

the employment and income generated in

rural areas throughout th region.

Croplanereage Effects

This sect n describes the s of the four policy alterng

the acreage n'production in the North Central Regi n.

Free Market Alternative-
.

The cropland acreage in production,

level of the four /policy alternat Ves un

onall

When farm prices are at the low level ssodated
---___

- /

4.
, -- ,

ternative, the quantity of each of t endogenous crops: nded readhes,
( .

4"- i

Ac',Aik-:-1
,.._ _777,

;., ! ......,

its highest level..., Since there are no production restraints ssociaed

,_I with the Free Market AlternatiVei-croliaand acrea\ge can

yes o

, i---s-2at its highest

s

Free Market Alternativ/e.

'""

, 1

with the Free Market/A1-

,IF;'i '.1 /
) '

higher' yielding areas under this policy alternative.
;

\

`region the cropland acreage, in un tt thei.
b concentrated in

n the'iCorn 'Belt

ree Market Alternative

",

0071
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is 9.2 million acres greater than for any of the other policy alternatives,

and in the Lake States region the cropland acreage in production under the

Free Market Alternative is 2.4 million acres greater than for any of the

other" policy alternatives. However; in the Northern Plains region, the

cropland acreage in production under the Free Market Alternative would be

slightly lawer than under the Land Retiremeni Alternative,- This would

occur because cropland acreage can be concentrated in higher yieljing areas

forcing some of 'the rural areas of this region to idle part or all of

their cropland.

In most of the rural areas in the region, more cropland acres would

be in pro /ction under the Free Market Alternative than under the other

three of y alternatives. However, seven of the region's rural areas would

not produce any of the en egenous crop under the Free Market Alternative

and, two other rural are would hav feOer acres in production under this

policy alnative th in any of he other policy alternatives. The seven

'rural areas testimat

western Missouri,

to have no production are rural areas 64 in south-
.-

n central Wisconsin, 82 and 83 in western North

Dakota, 85 and 86\in central and western outh Dakota, and 78 in western"

Minnesota. The to rural areas that ould have their lowest production

levels and the F ee Market Alternative are rural areas 81 in central

North Dakota and 87 n northea;stern South Dakota. Since production is

concentrated in hight yielding area and no cropland is diverted from

production under the Free Market
I
Alternative, less acreage would be required

in these sepve rurai-aras -under this policy alternative than under the

other three pcilicy alternatives.
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Land Retirement Alternative

Under the Land Retirement Alternative, production restraints are

imposed to insure that each of the rural areas would have cropland in pro-

duction under this policy alternative. This means that some rural areas

would have less cropland acreage in production under the Land Retirement

Alternative than under the Free Market Alternative. Under the Land Re-

tirement Alternative there would be 13.0-million fewer acres in production

in the Corn Belt and Lake States regions than would be in production under

the Free Market Alternative. In contrast there are 500,000 more acres in

4 production in the Northern Plains region under the Land Retirement Alter-

native than for any of the. other three policy alternatives. Six of the

previously mentioned seven rural areas that would have their-lowest level

Of cropland acreage in production under the Free Market Alternative would

/h/ave their highest level of production under the Land Retirement Alternative.

The seventh rural area, rural area 87 in northwestern South Dakota, would

1 I/

have more cropland acreage in production under Bargaining Power Alternative A.

Bargaining Power Alternative A

Under Bargaining Power 41ternative A, the cropland acreage in pro-

duction is slightly greater than under the Land,Retirement Alternative in

the Corn Belt and Lake States regions. Wile restrictions are placed on the

acreage in production in each rural area, the cropland that would be diverted

under the Land Retirement Alternative would be av- lable for production

under Bargaining Power Alternative A. In these two far production

/ regions, 19 of the 37 rural areas would have more cropland acreage in pro-
,

2

duction under Bargaining Power Alternative A than under the Land Retirement
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Alternative. These 19 rural areas can use part of the croplandacreage

that would be diverted under the Land Retirement Alternative, and thereby

4 can increase their acreage in production under Bargaining Power Alternative

A. In the other 18 rural areas, the lower demands associated with Bar-
i

gaining Power Alternative A would be met without increasing production in'

these rural areas.

%r'''419

In the Northern Plains region there ould be 4.7 million fewer acres

in production under Bargaining Power Alter- 'ive A than under the Land

Retirement Alternative. The lower demands for the endogenous crops as-

sociated with Bargaining Power Alternative A would require less cropland

acreage to be in production than under the Land Retirement Alternative in

most of the rural areas in thii region. Sixteen of this region's 25 rural

areas would have fewer acres in production under this policy alternative

than they do kinder the base alternative. One of these, rural area 83 in

southwestern North Dakota, would not produce any of the endogenous crops

under Bargaining Power,Alternative A.
4

Bargaining Power Alternative B
'.

(\

t\

The higher farmprices'as ociated with Bargaining Power`Alternative B

the qu ntity of the e dogenouS crops demanded to a level lower than

U4aT any of the other Poll y alternatives. In the entire North Central
----_,___

\.1

1

,

Region the cr p d acreage in production under Bargaining, Power Alternative

B would be percent 1,*er than under Bargaining Powei A, 12 percent lower

than un#er the Land Retirement Alternative, and 21 percent iower.than under

///'

the Free Market Alternative This low level of productioni4ould occur

throughout the North Central Region under BBargaining Power Alternative B.

6.074
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Under this policy alternative there 10 percent fewer croplarid

acres in production in th Lake States and Corn Belt regions and 15 percent

. o
fewer -cropland acres n produ in the Northern Plains region than there

%of ..G--

would be under e Land Retirement Alternative.

ncome and Employme Effects

This secti n describes income and employment effects of the four:

policy y-alterhatiires for the North Central.Region.

.Free 'Market Alternative

7/
Figure 11 compares the amo t of.income and em loyment generated under

,

l'-

)-;1'1 Market Alternat tie with the amount of ineoma and employment gen-
/7

/

,

( /
. ,-

rated under the Lan etirement Alternative for the orth C-etittlr-R egion.

developed in thisSince the income nd the emp nt generation indice

study are directly rel>ed,to each

effects in this section for purpos

er, we will not eparate the.twoi

f brevAty.
1

As Figuie 11 Shows, 16

rural areas wou,Jd have more income and e ment generated under the Free

Market Alternative than under the Land Reti t Alternitiv

in production in. the entire North Central 'Region would Increa

cent under, the Free lrket-TAIternativ-a7--Er, the num

production increaset-by 27 perce in the 16 rural eas thath4N more

The acr age

10 per- ',

acres in

income and employment g ed under the Free rket Alternative. In 10 L

of these rural areas e amount of income an employment generated increase's

.
.1

by less than 5 percent. These 10 rural areas are viral areas 45 an 146 in
//

southern MIchig4n, 68 in southeastern Iow4, 71 and 72 ift northwesterg
/

1These variables have been defined 1previously -Ithe sl&EFT n ?ing
. ,

......

."-----
,/.

'-. /. ..._ , ,

1

,

-.. /
......., . li,.

1

with the methods and terns used in theitudy.
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,

Iowa, 73 in southwestern Minnesota, 49 In southwestern Wisconsin, 90 in
'N\

northeastern Nebraska, 92 in southwestern Nebraska, and-97 in eastern

ansas. Of the six rural areas, in which the amount of incomeand employ-
:

ment generated increases by more_than 5 percent under the Free\Market

Alternative, four of them (rural areas 36 and 37 in southern OhIoand.40,

and 43 in Indiana) would produce feedgrains almost exclively under this

policy alternative. The. othei two rural areas (rural areas 68 in. central

SoUth Dakota and 91 in northwestern Nebraska)Produce over 6 percent more
I

wheat under-the Free Market Alternative than hey would ptod4e'under

Land Retirement Alternative
,

i
. N,

Under the Free Market Alternative seven of the ruralareasin the

. 'North Central Region are estimated to have no production of the crops-en-./ P
, .i...--,

---21* / ,...--.

Abgenoua to this study. Therefore the amount of income d-employment
/

-------

generated by production of these crops falls to zero under this policy

\alternative.in these rural areas. The,seven rural areas'in which the amount
. %,

, 1,

t
t ..r.

of income and employment generated ii estimated to fall*to,zero are rural
9 P

1

areas 82 and 83 In western North Dakota, 85,and 86 in western South Dakota,

, /

(
.

N64 in western Missouri, 47 in central Wisconsin and..78 in central Min-,
_..-

. . //
/

nesota. In addition, the amount of income and employment generated in an-
'gr.

....5 --

other five of the region's tura]. areas` would decrease,by more thiSn25
.N, .

-

,

,

percent under the Free Market Alternative \In two of these five rural,

areas (8: 1 in north-central ,North" Dakota and 87 in northeastern South

Dakota) he acreage in production underthe Free Market Alternative would

'

,

be 55"perc nt lower thai under the Land. Retirement Alternative. Sinc'e there

\ /
\

are no production restraints associated with the Free Market Alternati4.7
--z ,

, t

o07

' 17
c, !r $

.
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. ,

the production of fe dgrains can shift out of rural areas 32 in southeaitern

Missouri, 52 in east rn Illinois and 94 in southern Nebraska. This re-

duction in the product in of feedgrains leads to:re mare than 25 percent
r--

decrease in the amount of income and employment g nerated-under the Free

Market Alternative in these three rural areas.

In the remaining 34 rural areas of the North Central Region, the amount

of income and employment generated would decrease under the Free Market

Alternative but by less than 25 percent. These rural areas would have more

cropland acreage in production under the Free Market Alternative than:.

under the Land Retirement Alternative, but the lower farm p$ces associated

with the Free Market Alternative would more than offset the-iBtreased pro-

/ J
duction in these areas.

Bargaining Power Alternative A

While t effect of the Free Market Alternative on the amount of

income and mployment generated in the North Central Region is largely

negative, the opposite is true under Bargaining Power Alternative A. Only

11 rural areas in the North 6entral Region would have less income and

employment generated under Bargaining Power Alternative A than under the

Land Retirement Alternative (Figure 12). However, of the 51 rural areas

ihat would have more income and employment generated under Bargaining Power

Alternative than under the base alternative, only 22 of them would have

increases o more than 25 percent. In the remaining 29 rural areas, the

amount of ncome and,employment generated would increase but by less than

25 .perce t under Bargaining Power Alternative A.

T ree of the 11 rural areas that would have deCreases in the amount

0078
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pt

of income and employment gene = e' undetBargaining Power Alternati

located in the so41eas corner of the Corn Belt region. The amount

_income a employme generated under Bargaining Power Alternative A

decreases.by 18 12end 4 percent, respectively, in rural areas 3kadd451

in southern Oho and 40 in southeastern Indiana. This decrease in Noe

and employment i due to a 29 percent decrease in feedgrains production

f,eetimated for thes rural areas under this policy alternative. Rural

,t,

\ 1.

area 76 in west-central Wisconsin is the only rural area in the Lake States
\ \,

region which would have less income and employment generated under Bar-

gaining Power Alternative'A than under the Land Retirement Alternative.

The reduced demand for soybeans under this policy alternative would cause

a 75 percent decrease insoybean - production in this rural area. Since the

roduction of feedgrains would r main constant between the two policy

',natives, the higher farm prices ssOciated with Bargaining Power Al-

e ative A would be able to maintai 'the amount of income generated in this

rural rea at only eight percent, lees an under the Land Retirement Al-

ternati' a and the amount Of eMployment generated at 11 percent less th n

under the, aie alternative.

The Nor ern Plaitis reg(ion.....mgld'have seven r a ea *ch-have

r
lets income and mployment,gel Altfrated under Bar Mterna A

e'

than under the Land Retirement Aternative. -,On o is rural :3

in south4eitern North Dakota which would not ro
\

a y of the endogenous

crops under7iiiiifining Power Alternative A. This means rural area 83 would
V. .

,---
1-

have no income and employment,geneiated,1 from the production of(these crops

under this pOlicy alternative -three rural areas in
\
South Dakota (rural

, \

,

I \



76

,areas 85, 86 and 88 in ce and west

knt decrease in wheat productio compared

th Dakota) would haye a 50

ternati4 becadseOf lower demands for wheat and

the Land Retirement Al-

ex7roduction re-

strictions associated with Bargaining Power Alterna
,

in wheat production leads to the reduced amOunt of ncome a emplo
-

. .
\

generatedin these three rural areas underVthie pol cialternatiye.
I

A. 'This decrease

2

rural areas 93 and 94 in central Nebras and rural area 104 in southwestern-

Kansas, -the decrease in the amount ofin7 me sand employment generated is

due Primarily to a 55 percent reductnn -the production of feedgrains

under Bargaining Power Alternative A. 2
The 22 rural areas in which the amou t of income and employment gen-

erated increases by more than 25,percent nder Bargaining Power aternati e

A are tose rural, -areas which utilize th cro land-that would be diverted
--

N,

under the lend Retirement Alternative. While th se rural areas would pro-

If

duce less of:one of the endogenous cropa'underliargaining Power Alternative

A than under the Land Retirement Alternative,, thex..ere able to increase their
\ .---,

production of the other endogenous crops and-benefit from the higher farm
, ,, -. , -----../

N.,

pric es of Bargaining Power AltetnatiYe A. For example, in rup..al-areas 39/ _ \ ---,/ .

, ../

in northwestern Ohio, n nordie stern and 45 in southern MiChigan,,
.

\

th-Atlarodction of wheat andean _Ad increase markedly under Bargaining

Power Alternative A while th\production of feedgrains would be much lower

%...,
\N 1

,

\ , V

than it would be under the Land Retirement Alternative., rural areas

46 in centraht1:chigaLand 47 in central Wisconsin, where wheat production

decreiaea significantly-under Bargaining. Power Alternative A, the production

of feedgrains would increase to take the place of the iost wheat production.

0081
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*" -The amount of income and employment generatediunder Bargaining Power

Alternative A increases by aL least 25 percent in all the rural areas

in Iowa (rural area 66 in southwestern Iowa would have n income index value

, of 125). This increase in income and employment would occur despite afour\

percent decrease in feedgrain acreage in' these rural areas under this

polic50 alternative. A 15 percent increase in soybean production coupled

th the higher farm prices of Bargaining PowerlAiternative,A can counter-.

act the decreased feedgrains productiOn and leads to higher income and

employment levels in Iowa under this policy alternative. In rural-areas

52, 53, and 54 in southern Illinois and 63 in\Southeastern Misso the

increased production of feedgrains would offset the decreaped,production of

wheat and soybeans under Bargainingjower Ater

production mix contributes to the increased a
7

\\\tgenerated under Bargaining Power Alternative A in -

, .

t of

A. This shift in the

income and employment

rural areas. J

e case for the

rural

e,

Rural area 32 in southeastern Missouri presents a

North Central Region under Bargaining Power,Alternative 4.

t
!4.

area has more cropland in produc ion under this policy alte tive

-\
A I. ,

under the Land tirement Aliernat ve. However, almost all of this increase

in acreage would be devoted to cotton 7oduOtion. The l.trOduction 9f-cotton -1

production with its large income and labOrigeneratioefacto s leads to a

\ 64 percen inctease in the amount of income generated

crease,in the amount of employment generatedrural

gaining Power Alternative A.

The six rural areas in the Northern Plains egion in /which the amount

an

85 perci* in-
t

32under

of income and employment generated, under Bargain

I

ng Power Alternative A

4
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increases byltnore than 25 percent are rural areas 80, 81, and 82 in northern

\=..- North Dakota and 98, 99 and 102 in southeastern Kansas. While the acreage

I

devoted to wheat under Bargaining Power Alternative A decreases by 36 per-

cent, the total acreage in production in these six rural areas under this

policy alternative would be slightly higher than under the Land Retirement

Alternative. The cropland which produces wheat under the Land Retirement

Alternative would be used to produce feedgraims under Bargaining Power

Aitlgrnative A. This increase in the production of feedgrains allows these

six aural areas to experience relatively large incre ses in the amount of

income and employment generated under Bargaining Power Alternative A. The

remaining j9 rural areas of the North Central Region, in which the amount

of income and employment generated under Bargaining Power Alternative A

increases but by lestthan 25 percent, would have nearly the same levels

of production in both the Land Retirement Alternative and Bargaining Power

Alternatile A. They,are able \o shift their production mix to counteract

the-tighter production restricti ns of Bargaining Powei Alternative A and

would have more income and employment generated under this policy alterna-
.

tive than under the Land Retirement Alternative.

Bargaining Power Alternative/B

Figure 13 compares the amount of income and employment generatedunder
N,

Bargaining Power Alternative B with the amount generated under the Land

Ratireinent Alternative for the North Central Region. As can be seen in

Figure 13, the higher farm pries associated with Bargaining Power Alter-
/

native B wouifl work effectively to increase the amount of income and employ-

ment generated throughout the region. Only six rural areas would have less

4'
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. income and:employment_gene'Vted under Bargai ing bwer Alternativ ,B than
.

4

under the Land Retirement Alternative. r of the six ru 1 areas, li
x

;
the amount of income apdpmployment gene aced under Bargaining Power Alter-

; 1 ;
i

native B is within five loercent of wha it would be under the base alterna-

tive. These four rural areas are ru al areas 37 in southeastern Ohio, 76 in

west - central Wisconsin, 85 in western South Dakota, and 93 in central

. .

Nebraska. In rural area 104 in southwestern Kansas the acreage in pro-

duction would decrease by 20 percent under this alternative. Hbwever, this

would be only a slightly larger decrease than would occur for the Northern

Plains region as a whole. This rural area, which would produce primarily

.

feedgraiiis under the Land Retirement Alternative,,would'primarily prodbce

wheat under Bargaining Power Alternative B. This shift in its. production

mix leads to the decrease in income and employment that would be experienced

in this rural area under Bargaining Power Alternative B. Rural area 88 in

central South Dakota would experience a drastic reduction in the amount of

income and employment generated under Bargaining Power Alternative B com-

pared to the Land"Retirement Alternative. This rural area produces as much

wheat as it would be allowed under Bargaining Power Alternative B. /However,

the low demands associated with this policy alternative would not require

-rural area 88 to produce any of the other endogenous crops which would

lead to the ,decrease in the amount of income and employment generated in

rural area 88 under-Bargaini g Power Alternative B.

The amount of income ,amA employment generated under Bargaining. Power'

Alternative B is higher than it would be under the Land Retirement Alter=

native for_the.remaining 56 rural areas of the North Central Region. The
a.
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1

amount of iCcome and employment generated would increase by more than 25

----,

z
percent in 40' of these 56 rural areas due to higher farm prices associated

A t." 1

w.th Bargaining Power Alternative B. Rural area 321 in southeastern Mis-
,z

souri would have the largest increase-in the amount,of income and employment

generated of any of the rural areas in the North Central Region'because of

its production of cotton under Bargaining Power Alternative B. For this

policy alternative the amount of income would increase by 93 percent and

the amount of employment generated by 118 percent over the amount that would

be generated under the Land Retirement Alternative in this rural area.

C 3 6



VII. PRODUCER AND FARM INCOME EFFECTS

. . 1

`-I'mplementation of any government farm policy has direct impacts on

the quantity of farm commodities produced and on the income derived from

farming. The aniunt and pattern.of productio well as the levels of

prices and direct payments to farmers, no only determine the magnitude of
A

net farm income under each program alternative but also has widespread

impacts throughout rural areas. The pattern and amount of production der

termines the amount of inputs used and thus the amount of employment and

income generated by the service sectors supplyinAem. The level of farm

income would be reflected in consumption expenditures of farm families and

thqs would be reflected in income and employment'ienerated in rural bus-

inesses that supply consumer goods and services. For this reason; we sum-

marize the levels of-production and-farm i come generated under each of the

policy alternatives. While the models provide these 4uantities.at the

level of individual producing areas and farm production regions, the data

are presented only ab the national leve purposes of brevity. Table 7

incl des projected levels of productikin, per acre yieldi, and acreages .

of the major crop commodities for each of the alternative govOrnment

cie considered and.alpyi comparisons with actual 1969.1-4alues, of these

var ablest
r

Wheat Production

With an estimated 1,661 million bushels, whit prod ction woul

large'st under the Free Market Alternative. Wheat production under the

Retirement Alternative would nearly equal the-4.46 billiOn bushels pr

4

83

008 7
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in 1969. More wheat would be produced under Bargaining Power Altermitil

A than!under the Land Retirement AlternatiVe because of an increased use
// )

of wheat for feed under the prices of Bariaininei'awer Alternative/A. The

number of acres of ropland devoted to wheat production varies/ i4ectly

with the projected levels'of production. For the four policies cons ered,

wheat-jacreage would be highest (54.7 million acres) under the Free Market

Alternative and lowest (44.9 million acres) under Bargaining Power Al-

ternative B. Projected wheat Yceds would vary directly with the pric4 of

. /

7t
wheat and inversely with acreage under the policy alter ives. The Free

a

Market Alternative would have the lowest projected yied of 30.3 bushels

per acre whi1 31.9 bushels-per acre under Bargaini4 Power Alternative

If 1 //
would be highest (Table 7).

Feedgrains Production )(

The largest qualgity eedgrains produc if the fou policies con-

sidered would be the 181.9 million tons est(mate r t Free Market Al-

ternative: The high feedgrains yield and this alternative esults be-.

.
,

cauie the market forces concentrate produc on on land best suted.for.t
4

these crops. As in the case of wheat, estimated feedgrains production under

the Land Retirement Alternative is similar to 1969 actual. produCtion.

Bebalite of the greater amount of wheat used for feed in Bargaining Power

Alternative A, feedgrains production in would be .1A million

tons of feed ?units less than in the Land Retire It Alternative butonly.,

8 mi lio' tons more than for Bargaining Power A ternative B (Table 7).

f
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Soybean Production

Soybean produIRtion and acreage are./argest for the Free Market Al-
e

ternative and as a result this policy alternative would have the lowest

per acre yield estimate of the policies analyzed. The lower yield re is
/

because feedgrains would be p educed on a greater proportion of t high
<,*

quality grain land under free m ket conditionsthan in theother'ppli

/

alternativpsilo Hence, while acreage would be largest under the Free Market

Alternative, soybeans would be pushed put by-feedgrains to the less pro-,

4 1

ductive.land. Production, yield, and acreage under the'Land Retirement

Alternative are slightly higher,than the actual 1969 values for these

variables. Both Baigaining Power m61els have projected fevels of pro4ucti6n

and acreages used for (eoybeans which, are lower than in 1969. However, -

projected yields are h er than 1169 actuaryiglds.

otton Production

gt n yield under.each policy alternative'wou/d be highe than the''
4

C'
1969'actCal rield. In 'the Free Market Alternative this is due rep the con-

,

centration'of cotton_production,on high yielding cotton land. For other,

solutions, it .is beCause of hider cotton iprice in 1969-,,,,which

induce higher.fertilizer rates d other improved technology. Estimated .

Cotton pioduction ranges from d high of 11.9 million bales under the Free

Market Alternative to a low of 10.1 million bales under Bargaining Power

Alternative B (Table 7),

DO9C f-

Its
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Income from Farming?

Tab e 8 'summarizes income for the farming sector under each of the

policy\alternatives." Estimated_net farm income ranges from $9.2. bi 1

in the Free,Naricet AlternatiVe to $27.2 billion in Bargaining Power Alte

native B. The projected net return from farming under the Land Retirement

Alternative is $3.3 billion less'than under Bargaining Power AlternativeA

However, the lower prices of,ths Land Retirement Alternative are more than
\

oiet-by government payments to the farming sector. (No government pay-

. °

2
meats are assumed Under the Bargaining Power Alternatives.) Therefore,

".

net farm income udder the Land Retirement Alternative is slightly higher
0

than undetjtargaihingPower Alternative A.
d

0

(0091

o

° ti
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: Table 8. Net farm income in 1975 under the four policy alternatives, with actual
1969 values for comparison.

Net farm 1975 EstiMated net farm income

income Free Market Land Bargaining Bargaining

1969a/ .Alternative' Retirement Power Power .

Alternative Alternative A Alternative B
...

Cash receipts
from farm
marketings

Production
expenses 2/

47,229'

38,444

Net receipts
from farm
Marketings :8,785

Non-money
income and in-
.ventofy changed/ 3,949

Net returns
from farming

Income from
government
sources!!

12,734'6.

3,794

Total net
farm income 16,528

r".

(Million dollars)
.12/

51,914 57,222 60,342 .64,369

47,293 43,392 43,201 41;762

4,621 : 13,830' 17,141 22,607

4,149 4, 149.: 4, 149 tr;-1

..t

8,770 17,979- 21,290 26,756 -

420 4,555 420 420

34- 21,710 27,176

Source: Fatm Income Situation, USDA ERS, July 970,

All values are measured in 1970 equivalent doll= s with no adjustment for

inflation in 1975. /

For a discdssion.of methods used to est

and Heady, Bargaining_i_aker'PrOgrams.

Includes the value of home consumption a
,

e/ .1hciudes ACP, Great

plus direct payments
Retirement Soldtion.

Plains Conservation,

for the retirement o

oop2

e production expenses, see Madsen

the rental value of farm dwelling.

far Act and Wool Act payments

cropland, for 1969 and the La}-id v .



,CONSUMER FOOD COSTS

Each set of prices ,at production levels would be-associated with a

level of consumer food expenditures. Table 9 shows estimated total con-

sumer food expenditures for each of the four policy alternatives analyzed.
1

Estimated total consumer expenditures for food are greater than 1969 actual

food expensitures under all four policy alternatives. Part of this increase

is due to growth in population between 1969 and 1975. Under alternatives

with higher farm prices than in 1969, part of the increase also is due to

higher costs for the farm commodities going into food. Growing consumer

preference for higher quality and more expensive, convenience-oriented food

products also add to costs between 1969 and 1975.

Piojected total food expenditUres are lowest under the Free Market

Alternative and highest under Bargaining Power Alternative B. The range

is slightly over $12.1 billion between these two solutions. While projected

net farm income is higher under the Land Retirement Alternative than under

Bargaining Power Alternative A; stimated total food expenditures are $3.8

billion less under the Land Retirement Alternative. The higher net farm

income under the Land Retirement Alternative results from government pay-

ments
/7
for cropland-retirement. These payments under the Land Retirement

Alternative more than offset higher commodity pries under Bargaining

Power Alternative"A.

Total consumer 'food expendituies in Tabl.9 ere calculated as the

product of the retail prices foreach solution mu tAplied by thequantity

-7
1See:Appendix C for methods used to calculsie consumer food costs.

.
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able 9. Total and per capita 'consumer food expenditures under each policy

alternative, with actnil.Valu, -in 1969 for comparison..411

r

Consumer food 1975 Estimated consumer food expenditures
h/

I

expenditures Free Market Land 'Bargaining Bargaining

'1969a/ Alternative Retirement 'Power Power
Alternative Alternative A Alternative B

Meat

:Total expenditures.(Million dollars )c/

products 2$,480 33;671 36,546 39,107 41,748

Poultry ,,,-
.

and eggs 7,415 6,529 7,704 8,939 10,565

Dairy
74-4- products 14,944 .221,477 22,477 . 22,477 22,477

Otherd/ 44,446 61,061 61,061-:, 61,061 61061%

.

All
products 95,285, 123$738 _ 127',7.8,8_ 131,584 135,851 .:3_

Per capita
Per capita costs

costs 472 ' 567 586 603 623

a/ Source: Food Consumption, Priceatand Expenditures, Supplement for 1970.

, %

b/- For a breakdown of the 1975 estimates, see,Appendix Table C.1.

cP All valu kor.1975'Ire measured in 1970eggivalenidollars with no adjust-

ment f inflation to 1975.

Includes bakery products, fruits and vegetables,'miscIllaneous items, and

grain mill products: Ai*

94
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of foOd\to be purchased at these prices. Hence, the $3.8 billion increas

,

in food expenditures of the Bargaining Power' Solution A over Land !

RetirementlterAative does not completely reflect the'difference in con-

sumer well-being between the two policy alternatives because'different

amounts of food would be consumed. For example, the expenditure for food-.

would be the same if a consumer bought 10 apples at'a dim apiece or one

apple for -a d011ar. However, he would not consider himself equally well-

off in the,two situations.

In an attempt to account'for thikNelfare phenoinenon, consumer food
4.,

expenditures were recalculated using the irice level computed6for-each

policy alternative but requiring, that the quantity of food consumed Would

be held constant at the levelof the Land Retirement Alternative. These

results are presented in Table to with the recalculation being made for

all policy alternatives.
.

When! calCulated in this manner, totil.Consa umer food expenditures
.

increase by $21.1 billion between 'the Free MA4etAltemative and tar-

:,
o

gaining Power Alteriative B whkch is- $9 billion more than the differential

)
' d . '^' .

estimated by -the previrius method. Total ,potrttymeX fooef.expenditureslin-i'

'

, .

crease by $6.6 billion between the LendRetirdmeftt,Alternktive and Bar-
.

.-.,

.
..

.

. -

gaining Power:Alternative A when the constant quantity restriction is im-

posed. Without this_restriction, consdmel; food,expenditures varied by '

only $3.8 billion for these two alternatives. The values in Table 9 are .
.

important as estimates of what food expenditures would be under each of .

the policy alternatives while the constant quantity estimates of Table-'10

reflect another'aspect of consumer welfare under the several policy al-

ternatiVes.'

°0950.0 95
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Table "10. Consimer food dittitdres with quantity consumed held equal

-to the quanItity cosumed in the Land RetirethentAlternative

each of the policy alternatives.
, ,

(,.

92
li

,

19-75 Estimated colAumer food expendituies

Land Bargaining Bargaining

Retirement Power' 4 PoWer

Alteiiiative Alternatii,reA Alterhative Pt

Free
Market,:--

Alternative

N
-

Meatproducts

Poultry and' eggs

Dairy products,

Other2/

Total

31,035

,6,645

22,477

61,061

121,218,

.

:(Million dollar01/

.36,546 42,060 ,

7,704 , 8,760

22,47i7 22,477.,

61,061, 61,061

127,188
-

134,358'

.
8 48,650

,, 10,176

22, 77

61,061

142,358

.5.

a/ A11' values for 1975 aretmeasured.in 19equivalent dollars with' no

adjustmentfdrAnflation to 1975:

'.b/ Includes bakery productS,Jruits and vegetables, miscellaneous items,

and grain mill products:__ °

. Jt

4

. '
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